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Members use the designation Incorporated All candidates must pass the Intermediate and 
Accountant. Fellows may also use the initial Final Examinations, except that graduates under 
letters F.S.A.A., and Associates A.S.A.A, the universities scheme are exempted from the 
Admission to membership is by examination  S°ciety’s Intermediate Examination. 

subject to satisfactory completion of articles of Some concessions may be granted in respect 


clerkship for five years (university graduates of whole-time war service. 

three years). Six years’ approved professional There are Branches of the Society in Scotland, 
experience may be accepted in lieu of five years’ Ireland, Canada, Australia, and South Africa, 
articles. Exemption from the Preliminary and District Societies in all parts of England and 
Examination is granted on production of certain Wales, Northern Ireland, and India. Students’ 


educational certificates, Societies and Students’ Sections operate 
Articles may also be integrated with full-time throughout Great Britain, Northern Ireland, and 
study at certain universities. Under this scheme Eire. 

a specific university degree and the professional Members of the Society are not allowed to 


qualification can be attained in a total period of seek professional business by advertisements 


52 years. or circulars. 


The editorial and contributed articles and notes in ACCOUNTANCY cover a wide range of subjects 
and are selected for their general interest. The views expressed are not necessarily shared by 
the Council of the Society of Incorporated Accountants. 
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Professional Notes 


** Required ’’ Reading for Managing Directors 

AT THE TOP OF THE READING LISTS OF THOSE WHO MANAGE BRITISH BUSINESSES 
should appear Management Accounting, a seventy-page booklet published a fortnight 
ago. It is the report of a specialist team which visited the U.S.A. earlier this year 
under the auspices of the Anglo-American Council on Productivity to investigate 
“what accounting, costing and statistical information is provided for American 
management at different levels, by what methods it is obtained and how it 
isused.”” The team found that the greatest single factor in the American industrial 
supremacy was the effectiveness of its management and that this effectiveness was 
mainly the result of the thorough application of the techniques of accounting, 
budgeting and costing. The report is a reasoned plea that these techniques, 
“which are as well known here as in the U.S.A.,” should be applied by British 
industry with the same readiness and in the same degree as they are applied by 
American industry. 

We say that this booklet is “‘ required ” reading for managing directors, because 
it shows clearly how far British management has to go before it makes full use of 
accounting data and methods—and how great would be the rewards for doing so. 
The initiative must come from industry, rather than from the accountancy pro- 
fession. British accountants are, as the report makes plain, well able to provide 
management with services on the American scale and according to the American 


pattern, but so far management, with 
rare exceptions, has not been concerned 
to require them. : 

At the same time, accountants also 
should read this report. They will find 
it a fascinating study of the accounting 
and costing aspects of American indus- 
try and a preview of the various ways 
in which, if the lessons are truly learned, 
they may be called upon to aid in- 
creased industrial productivity in this 
country. 

Mr. Ian T. Morrow, ¢c.A., F.c.W.A., who 
was leader of the team, has provided us 
with an article which we have pleasure 
in publishing on pages 426-427 of this 
issue of ACCOUNTANCY, on the subject of 
the team’s report. The secretary of the 
team was Mr. Stanley J. D. Berger, 
M.C., F.C.1.s., director of the Institute of 
Cost and Works Accountants. Among 
its members was an_ Incorporated 
Accountant, Mr. G. A. Culverwell, 
A.S.A.A., A.C.W.A., who is senior assistant 
accountant of the Road Haulage 
Executive. 

Particulars of how copies of the report 
can be obtained are given at the head 
of Mr. Morrow’s article, on page 426. 


An American E.P.T.? 


Since the rearmament drive in the 
United States, there has been much dis- 
cussion about new excess profits legisla- 
tion. A proposed excess profits tax is 
the subject of Congressional hearings 
which began at the middle of November. 
Developments will be watched with 
keen interest in Great Britain, since it is 
not inconceivable that what the United 
States does to-day will be followed by 
this country to-morrow. 

It is intended that the tax would be 
retroactive to July 1 of this year. 
Further, it is apparently proposed that 
the base years of the projected Ameri- 
can tax should be 1946-49. There is 
some consternation over this provision 
on the grounds that it is inequitable for 
businesses which have grown rapidly 
since those years. Television manufac- 
turers are quoted as being in this 
category. It is not yet clear here 
whether or not there will be a provision 
in the suggested legislation such as was 
included in the British Excess Profits 
Tax, allowing an increase in standard 
profits as a percentage on the growth 


of capital employed since the base 


years. 
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Most American business men would 
prefer rearmament to be financed by 
an increase in the rates of the normal 
corporation income tax rather than by 
an excess profits tax, which they regard 
as encouraging wasteful expenditure. 
Higher corporation taxes, while bring- 
ing in the necessary money, would tend 
to curb inflation. However, no matter 
how the pill may be coated, it is not 
likely to be any less bitter. Already 
railroad interests are urging that no 
excess profits tax should be levied upon 
them until their earnings net of other 
taxes are 6 per cent. upon “ capital 
invested.” 


Merger of Scottish Chartered 
Bodies 


The three bodies of Scottish Chartered 
Accountants have agreed to amalga- 
mate. The Society of Accountants in 
Edinburgh will absorb the members of 
the Institute of Accountants and Actu- 
aries in Glasgow and of the Society of 
Accountants in Aberdeen. The com- 
bined body, whose administration will 
be based on the charter granted to the 
Edinburgh Society in 1854, will be 
called the Institute of Chartered 
Accountants of Scotland. 

This is the result of four years’ 
negotiations between the councils of the 
three bodies. The proposals were 
approved at general meetings of mem- 
bers on November 13, and it is under- 
stood that the consent of the Privy 
Council has been obtained. 


The Actuary as Business 
Statistician 


The theme of the Inaugural Address of 
Mr. F. A. A. Menzler, c.8.£., the new 
President of the Institute of Actuaries, 
may be described as “ the actuary as 
business statistician.” Mr. Menzler 
was concerned to show that the 
actuary’s training gives him a facility 
for the handling of statistics—especially 
since the recent amendment of the 
Institute’s examination syllabus, which 
now includes more statistics than it did. 
He thought that this capacity could be 
of particular value to large-scale busi- 
ness in “ the financial appraisement of 
alternative development policies.” He 
admitted, however, that the normal 
actuarial approach, which discounted 
estimates for the future to a single 


capitalised value (as in the periodical 
422 


“ valuation ” of a life assurance office) 
needed to be re-directed if actuaries 
were to quote “ emerging costs” over 
a period of years in the future. In work 
of this kind, said Mr. Menzler, “ the 
accountant, of course, plays a promi- 
nent part, but the accounting approach 
commonly needs to be supplemented 
by the economic-cum-statistical ap- 
proach.” Again, could not the 
actuary’s methods for the measurement 
of “ wastage ”*—the depreciation and 
obsolescence of the human frame—be 
applied to the wear and tear of capital 
assets and the associated problems of 
finance and taxation? Mr. Menzler 
uttered some further words of caution 
at this point : 

One speaks with trepidation on matters 
which so closely concern the acknow- 
ledged preserves of the great profession 
whose borders march with ours. Needless 
to say, we no more desire to intrude in the 
realms of accountancy than, presumably, 
accountants would wish to perform our 
distinctive functions in regard to, say, 
pension funds. Nevertheless, there are 
areas in the domain of “ finance ” which 
are not the province of any particular 
profession, and where accounting con- 
siderations have to be allied with 
economic and statistical considerations. 
It is in such neutral zones that, I suggest, 
there may conceivably be scope for 
fruitful co-operation between the actuary 
and the accountant. 


Mr. Menzler disclaims so openly any 
ambition that actuaries should enter 
the accounting field, even in its hinter 
territories—we recall that our Latin 
dictionary gives for actuarius “a clerk 
who keeps the public accounts ” !—and 
puts forward his limited claim so 
modestly that it would be churlish to 
question it in any way. All that need 
be said is that the accountant’s contri- 
bution to the joint tasks in the “ neutral 
zones,” if not mathematical, is at least 
quasi-mathematical, so that his func- 
tions could not easily be defined in 
relation to those of the actuary, and 
that, similarly, the boundaries of 
“neutral zones” are not readily 
drawn. 

The other functions which Mr. 
Menzler envisaged as being performed 
by the actuary as “ business statis- 
tician”’ are less ambiguous in their 
scope. To aid the administration of 
large staffs “in these days of ‘ welfare,’ ” 
the actuary would provide and inter- 
pret data about the wastage of staff 


from each cause, analysed by age ang 
duration of service, and the sickney 
experience, similarly analysed. Again, 
“every industry has its conventional 
measures of output and efficiency. Itig 
interesting to speculate on what might 
be discovered if these global figures were 
subjected to actuarial analysis by 
reference to the age of the equipment 
or the duration of its service.” 

Mr. Menzler’s address certainly 
showed that statistical work in busines, 
particularly work with an actuarial 
bias, should be increasingly the prov. 
ince of qualified actuaries—a view 
reinforced by Sir Andrew Rendall, a 
past-president of the Institute of Actu- 
aries, in a luncheon address which he 
recently gave to the Incorporated 
Accountants’ District Society of London 
(reported on page 451 of this issue 
of Accountancy). Though the number 
of actuaries in business is still small in 
absolute terms—only 32 of the Insti- 
tute’s 440 members are so engaged— 
the main province of the actuarial 
profession, life assurance, is taking a 
much smaller part of the growth in 
membership than it did, and industry 
and commerce are taking a larger part. 


Time Studies 


A report published last year by the 
Institute of Cost and Works Accoun- 
tants and the Institute of Production 
Engineers pointed out that there were 
wide variations in time study methods 
from factory to factory. (See Accoun- 
TANCY, January, 1950, page 1). In 
particular, it was found that speed and 
effort ratings for an identical operation 
recorded by different engineers in a 
small sample of firms showed variations 
of up to 12 per cent. 

The two Institutes subsequently 
planned, with the Work Measurement 
Research Unit of the University of 
Birmingham, a national survey of the 
practice of time study rating. A research 
team from the University has held 16 
meetings in 12 centres. Approximately 
200 concerns have been represented in 
the survey and over 700 special rating 
forms have been completed. The 
analysis of the many thousands of 
observations collected during the survey 
will take several months to complete, 
but it is hoped that a report will be 
issued during the late summer of next 
year. 
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Sir Frederick Alban 


We congratulate Sir Frederick Alban, 
cB.E., immediate past-President of the 
Society Of Incorporated Accountants, 
upon his appointment as a member of 
the Iron and Steel Arbitration Tribunal. 
The tribunal will arbitrate on issue, 
arising under the Act nationalising the 
jron and steel industry; if necessary, it 
will fix the compensation value of any 
security vested in the Iron and Steel 
Corporation and not quoted on the 
Stock Exchange at material dates. 

Sir Frederick is also a member of the 
Gas Arbitration Tribunal and the 
Electricity Arbitration Tribunal. 

We also extend our congratulations 
to Sir Frederick upon his election by 
the Board of Governors of the Certified 
Public Accountants’ Association of 
Ontario as an honorary member of the 
Association in recognition of the con- 
tribution he has made to the progress 
of the profession of accountancy. 


More Pleas for Planning Reform— 


Proposals for amending the Town and 
Country Planning Act, 1947, continue 
to come forward. A common factor is 
the unanimity over the stalemate 
caused by the financial provisions of the 
Act. The assumption that after the 
State had acquired the rights of 
development, sales and transfers of land 
would freely take place at its “ existing 
use value,” is shown to have been ill- 
founded. A sense of frustration prevails 
among both owners of land and pro- 
spective developers, and it is the general 
view that the inactivity will continue 
until the inducement to develop land 
has been restored. Remedies proposed 
by a large number ‘of professional 
bodies are now being carefully con- 
sidered by the Central Land Board. 
The Royal Institution of Chartered 
Surveyors had its memorandum on the 
Act praised by the Minister of Town 
and Country Planning, Mr. Dalton, 
when he said in the House of Commons: 
“The Chartered Surveyors’ report 
suggests a number of proposals that I 
would be very glad to be able to adopt, 
not perhaps all at once, but in due 
course. It is a valuable document, 
Written objectively and with know- 
ledge.” Conscious that its memoran- 
dum has aroused widespread interest, 
the Royal Institution has just published 
under the title of Defects of the Act and the 


Remedies a shortened version giving a 
quick survey of its conclusions and 
recommendations. 

Shortly after the planning provisions 
came into operation, the Federation of 
British Industries issued a guide to the 
Town and Country Planning Act, with 
particular reference to aspects of plan- 
ning affecting industrialists. Last 
August, the Federation submitted to 
the Minister of Town and Country 
Planning and to the Secretary of State 
for Scotland its proposals for amending 
the Act and its administration. .Now 
that over three months have elapsed, 
the Federation has decided to make its 
views public in a document entitled 
Proposals for Amendment. In dealing with 
the financial problems, the Federation’s 
main suggestion is that the distribution 
of the central fund of £300 million 
should be cancelled and replaced by a 
system of development value certificates. 
These certificates, issued to landowners 
for the amount of the development value 
of their land, would be realisable in 
cash where permission to develop was 
refused. If development is permitted, 
the resultant development charge would 
be set off against the development value 
recorded on the certificate. 


—And a Summary of Them 


A consolidated survey of these and 
many other expert views of the Town 
and Country Planning Act has now 
been made by the Association of British 
Chambers of Commerce. In an appeal 
for a review of the operation of the Act, 
the Association not only submits its own 
recommendations, but summarises those 
of other bodies. It points out that the 
critics of the,provisions for controlled 
planning fall into two groups. One 
group accepts the principle of vesting 
development rights in the State, but 
puts forward proposals to make the Act 
less deterrent to planning. The second 
group of critics considers that the 
central idea of depriving the individual 
of development rights is the root cause 
of the failure of the Act, and that any 
proposal which does not reverse this 
decision is a mere palliative and not a 
cure. “The Association of British 
Chambers of Commerce,” states the 
report, ‘“ thinks that the second group 
is right.” The Association’s memoran- 
dum is of particular service in that it 
brings up to date and presents in one 


document the principal objections and 
recommendations contained in many 
of the authoritative reports now in 
circulation. 

The Minister of Town and Country 
Planning can surely not fail to be 
impressed by this weight of evidence in 
favour of amending the planning 
legislation. If it is found necessary to 
alter the statutory basis of compensa- 
tion for loss of development rights, the 
proposed modifications will presumably 
be announced by the Government well 
before the Treasury prepares a scheme 
for distributing the Central Fund. 


Financing Stocks at High Prices 
and with High Taxation 


The rise in the prices of purchased 
materials creates financing difficulties, 
which are aggravated by our taxation 
methods. Nowhere are these difficulties 
greater than in the woollen industry, 
for the price of raw wool has risen more 
spectacularly than that of other 
materials. 

Addressing the Bradford Textile 
Society at Bradford recently, Mr. J. 
Baxter, who was speaking on the subject 
* Short Wool Top-Making and Post- 
War Problems,” referred to this prob- 
lem as the biggest since the war. The 
profits of the industry would normally 
allow a sufficient expansion of capital 
for the replacement of stocks, regardless 
of any rise in the price of wool. The 
recent pronounced increase in wool 
prices, taken with the very high level of 
taxation, meant that those in the 
industry found that instead of their 
being provided by the _ so-called 
** profits ” with a cushion against hard 
days that might lie ahead, they were 
obliged to employ the whole of what 
was left of the profits after taxation, 
together with a bank overdraft, solely 
to replace stocks. Even after bank 
borrowings there was nothing available 
for plant replacements. In fact, said 
Mr. Baxter, it was no longer sufficient 
to make a profit but “‘ we must continue 
to make even bigger profits to enable us 
to keep our businesses solvent.” With 
company taxation amounting to more, 
sometimes very much more, than 50 per 
cent. of book profits, it was advisable, 
he considered, to have financial years 
ending during the close season. Thus 
the risk of paying tax on increases in 
the price of wool which industrialists 
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might never realise would be minimised. 
He added : “ I am given to understand 
that a French businessman can immedi- 
ately, on buying wool, take the standing 
stock at 1946 values for income tax 
purposes, so with his stock, which he 
must have, he knows he has a buffer to 
fall back on in case of declining prices.” 
Mr. Baxter ended by suggesting that 
the industry was not fitted to be taxed 
year by year, but should be assessed over 
an average of a few years. 

The points made in this address have 
greater emphasis in the context of the 
woollen industry, to which the speaker 
was confining himself, but clearly they 
can be applied generally. 


Incentive Schemes in Industry 
Of 51,000 businesses which recently 
answered an enquiry from the Ministry 
of Labour, 15,500 had wage-incentive 
schemes in operation. Straight piece- 
work systems were not counted as 
incentive schemes. Schemes are far 
more common among the larger busi- 
nesses. Of businesses with less than 11 
workers only 13 per cent. have schemes, 
and the percentage increases as the 
number of workers in the business 
grows; when the largest businesses 
(with 1,000 or more workers) are 
reached, 64 per cent. of them have 
schemes. The information is given in 
detail in the Ministry of Labour Gazette 
for October. 


How to Postpone Retirement 
In‘an article in The Journal of Accountancy 
(New York) for August, 1950, entitled 
“Training Programmes for New Staff 
Assistants,” Mr. Joseph C. Dise, c.p.a., 
helpfully suggests that professional firms 
could delegate one or more senior 
members of their staffs to the task of 
training newcomers in the various 
duties they must perform and in the 
special matters they will have to handle. 

In enlarging upon his suggestion, Mr. 
Dise discusses various ways and means 
by which good staff training may be 
accomplished : he also makes sugges- 
tions to cover the cases of small firms 
which may find it impracticable to 
retain one senior member of their staff 
solely for training purposes. 

Mr. Dise’s contribution provokes the 
suggestion, not emphasised by him, 
that sizeable professional firms might 
usefully devote to the proposed training 
programmes the services of older 
partners or staff members who other- 
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wise may unwillingly be on the retire- 
ment list. One could visualise also the 
profitable employment of these very 
seasoned accountants upon research 
work and in keeping professional 
offices alive with constant information 
upon the latest developments of pro- 
fessional interest. In these days of 
swiftly moving events, many firms 
perhaps lack time in which to keep 
abreast of what goes on around them; 
in these same days, no professional 
accountant, however old, should be 
idle unless, because of his desire for 
leisure or on account of inability to 
work, he decides to retire. 


The Cost of Public Education 
The mounting cost of education is one 
of the most conspicuous features of local 
government finance to-day. By pub- 
lishing detailed studies of education 
costs in all the counties and county 
boroughs of England and Wales, the 
Institute of Municipal Treasurers and 
the Society of County Treasurers have 
now enabled a thorough comparison to 
be made among the various authorities. 
Not only total costs (in the aggregate 
and per pupil) may be compared from 
the statistics given but also the costs 
under various subheads (salaries of 
teachers ; books ; fuel, light and clean- 
ing ; and so on). The range of costs, as 
shown in the following figures for the 
year to March 31, 1949, taken from the 
returns, is illuminating : 

Totat Costs PER PuPpiL PER ANNUM 


Year ended March 31, 1949 
London 


County County English Welsh 
PRIMARY Boroughs Council Counties Counties 
SCHOOLS £ £ £L f 
Average .. 18°51 24°31 20°02 25-08 
Highest... 26:95 — 25°68 31-59 
Lowest .. 15:23 — ” 16-67 %19-00 
SECONDARY 
SCHOOLS 
Average .. 32°19 37°71 33°90 37°75 
Highest .. 46°37 — 41°62 45°07 
Lowest .. 25:08 — 27°73 27°33 


For all authorities combined the 
total expenditure on education was 
£220°5 million ; after deducting from 
this expenditure the grants received 
from the Government, the resulting 
burden on the rates was an average of 
5s. 5d. in the £ in county boroughs, 
4s. 3d. in the London County Council, 
5s. 11d. in English counties, and gs. rod. 
in Welsh counties. 

The return of the Institute of Muni- 


the comparative figures 


cipal Treasurers, covering county 
boroughs and the London Couny 
Council, entitled Education Statistic, 
1948/49, is obtainable from the secretary 
of the Institute, 1, Buckingham Place, 
Westminster, S.W.1, at 5s. for the firg 
copy and as. 6d. for each addition 
copy. The publication of the Society 
of County Treasurers, covering the 
county councils and costing 3s., Educ. 
tion Statisticc—Tables A and B, can ly 
had from Mr. L. A. Rothwell, F.S.A.A,, 
County Treasurer, Middlesex County 
Council, Middlesex House, Vauxhall 
Bridge Road, S.W.1. 


Pity the Poor Astigmatic! 

In order to save paper and space, 
many companies have resorted to the 
practice of showing the parent and 
group figures alongside each other, with 
the comparative figures in the margins, 
This practice is praiseworthy, for it 
enables the relative importance of the 
parent and its subsidiaries to be seen at 
a glance. But we would repeat our 
request of some time ago, that the 
comparative figures should be close to 
one another. For instance, on the 
credit side of the profit and loss account 
we should like to see the group figures 
on the right hand edge, with the com- 
parative figures alongside, and _ the 
parent figures in the margin, also with 
in juxta- 
position. This system would make it 
much simpler to compare like with like. 
Financial commentators tell us that 
their eyes have to travel many up 
necessary inches where this system is 
not adopted. The same is, no doubt, 
true .of the shareholder who peruses 
with any attention the accounts of his 
company—even if he be a rare person, 
that is no reason why things should be 
made unnecessarily difficult for him. 


SHORTER NOTE 

Public Accountability 
The Government has rejected suggestions 
that permanent committees should be set 
up to enquire into the operation of the 
nationalised industries. Instead it proposes 
that at about seven-year intervals each 
industry should be investigated by a speci 
ally appointed committee—of the kind now 
examining the working of the British 
Broadcasting Corporation—partly but not 
wholly composed of Members of Parlia- 
ment. Mr. Herbert Morrison, in announc- 
ing this, also said that the national boards 
already appoint outside management con- 
sultants, and will continue to do so. 
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Gaps—Macmillan and Other 


WHEN IN 1931 THE MAcMILLAN Com- 
mittee on Finance and Industry re- 
ported that the capital markets did not 
fully cater for small and medium 
businesses, there were many people 
who would not acknowledge that the 
gap thus discovered was a real one. In 
retrospect, however, there is little doubt 
that the Committee had, in fact, un- 
covered a serious defect in the British 
financial set-up. There did indeed 
exist what we may call (adapting a 
phrase of Lord Keynes) “ an unsatisfied 
finge of borrowers.” This fringe was 
mostly inhabited by smaller private 
companies. They remained inhabitants 
of it, not because they were credit- 
unworthy but because the “‘ Macmillan 
gap’ prevented their access to lenders, 
who were mainly to be found among the 
general investing community and who 
therefore financed only the public 
company. 

In 1931 this gap was not to be easily 
recognised, even after Lord Macmillan 
and his Committee had reported on 
their explorations. But by 1950 it has 
become obvious for all to see. This is 
partly because there are so many more 
smal! and medium-sized private busi- 
nesses in need of finance. The steep rise 
in prices, both of fixed assets and of 
stocks ; the heavy incidence of com- 
pany taxation, especially the taxation 
of capital through the insufficiency of 
depreciation allowances based on his- 
torical costs ; large death duties pay- 
able—or anticipated to be payable— 
out of the capital of private companies 
—these forces, far more potent than in 
1931, have caused more and more 
Private concerns to suffer from capital 
shortage. In 1931 most businesses of 
this type could rely upon internal 
finance for their normal needs. Usually 
it was only the newly established 
private company, too young to finance 


itself from its earnings, which found 
itself unable to bridge the Macmillan 
gap. Nowadays the companies seeking 
additional finance are not predomi- 
nantly the young ones. For the forces 
of high taxation and inflation make 
** ploughing-back ”’ of profits a difficult 
feat, for the well-established business 
as for the newcomer. 

There are some signs, indeed, that in 
addition to the Macmillan gap a 
“gap” of another kind may have 
shown itself, or may be about to show 
itself, in the capital market. Public 
companies are no less subject than 
private companies to the capital- 
absorbing effects of price rises and heavy 
taxation. In the past it has generally 
been assumed that if public companies 
could not finance themselves, they 
could readily obtain capital in the 
markets. But with the drying-up of the 
sources of private savings, the supply of 
risk-capital on offer has been diminish- 
ing, is still diminishing, and is likely to 
go on diminishing. If public companies 
were both at liberty and financially 
able to pay a higher rate of return upon 
new funds, they might still be able to 
attract them in sufficient volume. But, 
in the first place, the policy of dividend 
limitation places an upper limit to any 
rise in the return on capital which 
public companies can hold out as an 
inducement. In the second place, even 
if rising wage rates should make 
dividend limitation so clearly anomal- 
ous that it no longer remained official 
policy—a rather doubtful outcome— 
the demands upon company gross 
earnings for payment of high taxes and 
financing of stocks at high prices might 
well prevent many companies from 
lifting: their dividends sufficiently to 
attract the less daring, less wealthy and 
less ubiquitous investors of this day 


and age. 


While it has hardly happened yet, it 
may well turn out that the Macmillan 
gap which the smaller private company 
finds it so difficult to cross will prove no 
more serious an impediment to industry 
than this newer gap affecting the larger 
concerns, including private companies. 
If this should happen, it will be mainly 
because of the enterprise and pertinacity 
of the Industrial and Commercial Finance 
Corporation, which has striven manfully 
to build a bridge over the Macmillan 
gap. Among the many indications of its 
recent progress is the opening, during 
these last few weeks, of a provincial 
officein Birmingham. It was appropriate 
that in his paper at the recent Incorpora- 
ted Accountants’ Conference at Balliol 
College, Oxford—reproduced on pages 
429-433 of this issue of AccouNTANCY— 
Mr. John B. Braithwaite, chairman of 
the Stock Exchange, should have placed 
particular emphasis upon the work of 
the Corporation. 

All this is not to say, however, that 
accountants can—or will—overlook the 
other forms of finance which, despite 
the Macmillan gap, are open to thesmall 
and medium-sized private company. 
The bank loan and the accommodation 
credit from the acceptance house 
remain invaluable means of raising 
temporary finance : the hire-purchase 
contract is a no less useful facility for 
longer-term finance. Among other, 
less obvious, methods of securing really 
long-term capital for the small and 
medium-sized private company are the 
placing of securities with customers or 
suppliers, the mortgaging of freehold 
property, and the sale of freehold 
premises and leasing of them from the 
purchaser (frequently, nowadays, an 
insurance company). An_ excellent 
survey of these lesser-known methods 
was given in a paper under the title 
“What are the sources of finance 
available to medium-sized businesses 
and how can management make the 
most effective use of them ? ”—a paper 
which also fully discussed the other 
methods we have only briefly mentioned 
in this article—read to the Autumn 
Conference of the British Institute of 
Management last month by Mr. John T. 
Corbett, a partner in Peat, Marwick, 
Mitchell and Co. We hope to have the 
opportunity of writing more fully upon 
this useful paper in the next issue of 
ACCOUNTANCY. 
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Industrial Accounting in the U.S.A. 


The report of the Specialist Team on Management Accounting, which recently visited the United States of America under the auspices g 
the Anglo-American Council on Productivity, was published during November under the title “‘ Management Accounting” (obtainab), 
from the Anglo-American Council on Productivity, 21 Tothill Street, London, S.W.1, price 2/-). 
article by Mr. Ian T. Morrow, C.A., F.C.W.A., who was leader of the Management Accounting Team. 


——— 


We have pleasure in publishing this 


** MANAGEMENT IS ONLY AS GOOD AS THE PEOPLE WHO 
comprise it, and the people who are management are 
only as good as the information they receive.”” So spoke 
an American in New England to some members of the 
Management Accounting Team which, under the auspices 
of the Anglo-American Council on Productivity, visited 
the United States in the late spring and early summer of 
1950. The Americans in New England are notoriously 
hard-headed ! The competitive economy in the United 
States, where there are strict laws against any collusive 
price arrangements, has made management “ cost con- 
scious.”” This, allied to the teachings of the Professors at 
the business schools, has given management a lead in the 
appreciation of the value of accounting information. This 
may, in part, explain American management’s demands 
on the accounting department. 

Management practice in the United States, led by such 
large corporations as General Motors and Dupont, is moving 
towards decentralised responsibility in operations, with 
co-ordinated control. The co-ordinating control to a 
large extent operates through accounts—without the 
development of accounting technique, particularly in the 
field of budgetary control, it would be extremely difficult 
to pursue the policy of decentralisation. 


PLANS AND FORECASTS 


In the dynamic American economy there are, at any 
given time, a great many developments, some of them 
contradictory to one another, but it seems as though there 
are two main trends in the use of accounting information 
by management. The first trend is that top management 
is becoming more and more pre-occupied with the creation 
of plans and forecasts. These are, naturally enough, 
clothed in financial figures. The forecasts themselves fall 
into two broad divisions: 

(a) Long-term forecasts, usually based on a five-year period, 
which are used in planning the expansion of facilities or 
major changes in production. The long-term forecasts are 
used in building up forecasts of costs of the products. 

(6) “Temporary ” forecasts, which comprise most of the 
forecasts made. These are often discarded as quickly as they 
are created, through changes in the basic assumptions on 
which they have been built. A sudden fall in demand 
would make management call for a forecast of what was 
going to happen, and what the position of the company 
would be if this fall continued. Possibly, within a month, 
it would be found that the fall was only temporary, and 
that the demand was climbing back. The forecast would 
be dropped and a new one substituted. 


By IAN T. MORROW, c.a., F.c.w.A. 


The result is that, like the general staff of an army, 
top management and controllers have considered most of 
the possible happenings and have prepared plans to meet 
them. Many will never be used, but the thinking that the 
preparation of these plans and forecasts has engendered js 
of the utmost value to the business. 


SPECIAL ACCOUNTING REPORTS 


The second trend is management’s grim determination 
not to be overwhelmed by masses of routine accounting 
statements and reports. This is a comparatively recent 
change in attitude. The routine reports are supplemented 
by special reports called for by management, or suggested 
by the controller. One month they may deal with stores 
problems, another month with labour, and another month 
with machine utilisation. In the opinion of the companies 
who are using this technique, the effectiveness of the 
accounting information as a means of informing manage- 
ment is increased. Management has more time to consider 
special points, and the result is higher efficiency and, 
therefore, lower costs. Coupled with this has been the 
tendency to push the detailed statements further down the 
line. In fact, the lower levels of management are receiving 
much of the detail formerly handed to top management. 
An interesting sidelight is that many of the firms in America 
do not have printed forms for their returns, and do not go 
in for detailed reports. If there are written reports they 
are kept short. To avoid loss of time the reports are often 
taken by the controller, or a member of his staff, to the 
manager, and presented with a verbal explanation of the 
figures. 

Great emphasis is placed on promptness of returns. 
Accuracy is expected, but it is not expected that the figures 
will necessarily be actual ones. It is quite common for 
actual figures to be used for three weeks out of four weeks, 
and for the last week to be estimated. It is here that the 
skill of the controller comes into play. The recording of 
actual figures is regarded merely as a_ book-keeping 
function. 

. INTEGRATED ACCOUNTS 


The accounts are completely integrated; cost and financial 
accounts are one. It is considered that the whole function 
of accounting is to serve management, and everything is 
subordinated to this end. Annual accounts, audit and 
tax statements are regarded as by-products. 
Management’s reliance on information from the control- 
ler’s department as a basis for planning and control has 
resulted in the controller being given a very high place 
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in the management hierarchy. He is regarded as belonging 
io the top management strata. In any discussions which 
yill ultimately affect the financial position of the company 
he plays his part at a very early stage. The controller is 
expected to, and does, have considerable knowledge of the 
functions and problems of management he is serving, and 

, large acquaintanceship with the technical side of his 

company. Many of the controllers have been to business 

schools or colleges where they have taken courses in 
accounting. Some have had professional experience, some 
have spent all their lives with their present company. 

The Management Accounting Team in its report quotes 
the definition of the function of controllers, used by the 
Controllers’ Institute in the United States, for the purpose 
of admission : 

(i) To establish, co-ordinate and maintain through authorised 
management, an integrated plan for the control of opera- 
tions. Such a plan would provide, to the extent required 
in the business, cost standards, expense budgets, sales 
forecasts, profit planning, and programmes for capital 
investment and financing, together with the necessary 
procedures to effectuate the plan. 

(ii) To measure performance against approved operating 
plans and standards, and to report and interpret the results 
of operations to all levels of management. This function 
includes the design, installation and maintenance of 
accounting and cost systems and records, the determination 
of accounting policy and the compilation of statistical 
records as required. 

(iii) To measure and report on the validity of the objectives 
of the business and on the effectiveness of its policies, 
organisation structure and procedures in attaining those 
objectives. This includes consulting with all segments of 
management responsible for policy or action concerning 
any phase of the operation of the business as it relates to 
the performance of this function. 

(iv) To report to government agencies, as required, and to 
supervise all matters relating to taxes. 

(v) To interpret and report on the effect of external influences 
on the attainment of the objectives of the business. This 
function includes the continuous appraisal of economic 
and social forces and of governmental influences as they 
affect the operations of the business. 

(vi) To provide protection for the assets of the business. This 
function includes establishing and maintaining adequate 
internal control and auditing, and assuring proper insurance 
coverage. 

(Management Accounting Report. Section 4. Page 19.) 

Management, for their part, have a clear knowledge of 
what figures can do for them and, equally important, what 
they cannot do. A large part of the academic education of 
business management is taken up with bridging the gap 
between the accountant and managers. 


FORM OF ACCOUNTING AND COSTING 


In an economy as large and as varied as the United 
States, it is possible to find examples of every form of 
accounting and costing. The one technique which appeared 
to be comparatively rare was that of marginal costing. A 
great deal of interest was taken in the subject, and there 
Were many questions on British developments. . Neverthe- 
less, from a sample of companies visited by the Team, it 
was possible to discern a preponderance in favour of some 
form of standard costing. 


“The companies using standard costs as a basis of 
their product costs are slightly more than half of those 
seen, and many of the companies using the current expendi- 
ture as the basis for calculating product costs use standards of 
performance, expressed in quantities, as the basis of 
control of day to day operations. It is safe to say, therefore, 
that companies using some form of standard as a guide 
to efficiency predominate in number even though only a 
little more than half use systems of ‘ standard cost control ” 
in the form generally associated with this title.” (Para- 
graph 16, page 38). 

“* The following are some of the subjects on which reports 
are most frequently given: 

Operator efficiency for individual operators and summarised 

as departmental averages. 

Number of personnel employed in line working against the 

standard number allowed. 

Price variations on purchases, analysed by commodities. 

Scrap. 

Lost time. 

Machine utilisation. 

Controllable overtime. 

Indirect shop labour expense against the standard allowed. 

Factory services expense against the standard allowed. 

Maintenance. 

Management and clerical salaries. 

Power, light, heat, etc.” (Par. 34. Page 28.) 


OFFICE ORGANISATION 


“* The cost of costing ” is never forgotten. All the returns 
are considered periodically to see whether they are worth- 
while. Speed and economy are achieved by having a 
higher proportion of qualified men than is usual in British 
practice, and by carefully breaking down the routines and 
procedures until they can be performed by semi-skilled 
clerks. Very few really skilled clerks are found, the bulk 
of the office personnel being semi-skilled. The office staff 
is flexible and can and does move from department to 
department, or from job to job. 

Mechanical equipment is extensively used, almost every 
clerk having his own calculating machine. This makes for 
speed; the returns do not have to go to a calculating 
section and come back to the clerk. 

A lot of attention is paid to the physical layout of the 
office, large offices being favoured. 


CONCLUSION 


The main lessons to be learnt from America in the field of 
industrial accounting are, on the part of management, the 
vigorous use made of accounting, and the understanding 
of its advantages and limitations; and, on the part of the 
industrial accountant, whole-hearted and complete devo- 
tion to the idea that accounts exist to serve management. 
Technically, British accountants are as well equipped 
as their opposite numbers in America, but they work in a 
different climate. There is apparently no reason why 
British accountants should not serve management as well 
as any of the Americans. Possibly, a large part of the 
responsibility lies with management, who must demand the 
same high standard of service as the Americans demand. 
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Settlements—Capital or Income? 


By ALAN P. FLETCHER, Barrister-at-Law 


IT HAS BECOME A COMMON PRACTICE FOR 
companies to distribute to their share- 
holders moneys which are expressed to be 
something other than normal dividends, and 
as the case of re Sechiari (1950, 1 A.E.R., 
417), which was noted in AccouNTANCY for 
April, 1950 (page 140), is but the latest ofa 
number of decisions dealing with the 
apportionment of these moneys between 
tenant for life and remainderman a short 
review of the present state of the law may be 
helpful. This review does not attempt to deal 
with the allied question whether or not the 
money so distributed is subject to income 
tax—for this question see ACCOUNTANCY, 
May, 1950 (page 169). 

The leading case is Hill v. Permanent 
Trustee Co. of New South Wales (1930, A.C., 
720), in which the Privy Council referred 
with approval to the decision of Eve, J., in 
re Bates (1928, Ch., 682). Their Lordships 
laid down three main principles, as follows. 

Firstly, a company when it parts with 
moneys available for distribution among its 
shareholders is not concerned with the fate 
of those moneys in the hands of any share- 
holder : it does not matter to the company 
whether or not a shareholder is a trustee or 
for whose benefit he holds the money. 

Secondly, a company not in liquidation 
can make no payment by way of return of 
capital to its shareholders except as a step 
in an authorised reduction of capital ; any 
other payment made by it by means of 
which it parts with moneys to its share- 
holders must and can only be made by way 
of dividing profits, by whatever name the 
payment is called. 

Thirdly, moneys so paid to a shareholder 
will (if he is a trustee) prima facie belong to 
the person beneficially entitled to the 
income of the trust estate. 

On the first principle no comment is 
necessary and on the third it is enough to 
emphasise a point made by the Court: the 
presumption that the moneys are to belong 
to the tenant for life may be displaced by 
the wording of the trust. Consequently, if 
a settlor intends that the tenant for life shall 
receive only the dividends of a company in 
the ordinary business sense of that term and 
not any special distributions, he may and 
should use wording appropriate to give 
effect to his intention. 

It is the second principle which has given 
rise to the most controversy. A company, of 
course, may well have power to capitalise 
its profits and to make a distribution to its 
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shareholders of shares instead of cash. If it 
does adopt this course, then the moneys 
formerly available for distribution have 
been rendered for ever incapable of being 
divided as profits, and accordingly the 
shares must be treated as capital belonging 
to the remainderman. This was decided by 
the House of Lords in Bouch v. Sproule (1887, 
12, App. Cas., 385), a case to which the 
Privy Council referred with approval in 
Hill’s case. 

A short-lived attempt to extend the rights 
of the remainderman was made in re Ward’s 
Will Trusts (1936, Ch. 704). There the 
company had an article the effect of which 
was that the company might distribute 
among its shareholders surplus moneys 
representing the proceeds of sale of capital 
assets on the footing that they should 
receive these moneys as capital (surplus 
moneys meaning assets over and above those 
necessary to answer in full for the liabilities 
and the paid-up share capital). Clauson, J., 
held that the existence of this article 
differentiated the case from Hill’s case, 
where the relevant article merely forbade 
the payment of any dividend except out of 
profits : as the payment was to be a capital 
payment under the articles, the money must 
belong to the remainderman. His reasoning 
was, however, strongly criticised by the 
Court of Appeal in re Doughty (1947, 
Ch. 263), where the company concerned 
had a similar, but not an identical, article 
authorising the payment of surplus capital 
assets as capital. The Court held that the 
provision in the articles of a special pro- 
cedure for distributing capital assets made 
no difference to the principle laid down in 
Bate’s case: it did not matter by what 
name the distribution was called either in 
the articles or by the directors : the money 
was not a return of capital but a division 
of profits. This decision was followed in 
re Harrison’s Will Trusts (1949, Ch. 678)— 
the company concerned was the same 
company as in Ward’s case—and in re 
Sechiari ; it represents the existing state of 
the law. 

Under this law the position of the 
remainderman does seem to be somewhat 
hard, but as has been said already his lot 
may be lightened by the adoption of suitable 
wording in the trust instrument. Further, 
as was indicated in re Sechiari, the Court may 
have a discretion to apportion distributions 
on equitable principles between income and 


r 


capital, but the extent of this discretion j, 
uncertain. 

If a remainderman feels himse!f unfairly 
penalised by receiving nothing from ap 
particular distribution, he will no doubt 
take little comfort from the thought that 
one of his fellow remaindermen with 
interests in some other company is receiving 
an equally unfair benefit. If a company is 
wound-up and pays back its surplus assets 
to its shareholders, the whole of those 
surplus assets prima facie belong to the 
remainderman, even though they include 
moneys which would have been available 
for distribution as profits before the 
liquidation. 


Control and Reconciliation of 
National Insurance Contributions 


National Insurance contributions, like income 
tax, have developed beyond the wildest dreams 
of their originators. Now that the weekly stamp 
values vary between 3s. 6d. and gs. 1d., greater 
control of the stamping of insurance cards is 
manifestly more important than in the days of 
** gd. for 4d.” Yet it would be a fair guess that 
a very sizeable proportion of concerns stlil 
maintain the systems for the stamping of 
National Insurance cards set up in the early days 
of health or unemployment insurance. 


A very useful booklet for the guidance of 
accountants and company secretaries, recently 
issued by Roneo-Neopost Limited, can be recom- 
mended to all concerned with the control and 
reconciliation of national insurance contribu- 
tions. The booklet is a comprehensive survey. 
It gives detailed procedure and forms suitable 
for a range of businesses. 


Attention is drawn to the unsatisfactory 
features of purchasing insurance stamps by the 
transporting of large sums of money to the 
Post Office. Even where this is overcome by 
payments by crossed cheques, the stamps are 
of a negotiable nature and this creates a risk. 
The booklet states the claims of the Neopost 
national insurance machine as a means of 
avoiding these drawbacks. The machine is fully 
approved by the Ministry of National Insurance 
for use by approved employers. Payments are 
made by cheque to the local office of the 
Ministry, where a meter is set on the machine 
to the number of contributions for which 
payment is being made. A permit number is 
engraved on the stamp dies of the machine, this 
number being exclusive to each individual 
employer. Any misuse of the machine could 
therefore be traced with comparative case. 
The machine carries further advantages, among 
them that the errors and wastages of time 
involved in the sticking of stamps to cards are 
avoided. 

Roneo-Neopost of Victoria House, Southampton 
Row, London, W.C.1, will send a copy of the 
booklet free of charge to any member of the 
accountancy profession who applies for it. 
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a 
‘Methods of Financing Companies under Present-day 


Conditions® 


THREE YEARS AGO I HAD THE HONOUR, AND THE PLEASURE, 
of reading a paper to you at King’s College, Cambridge, 
and of enjoying your generous hospitality, especially on 
your Guest Night, as I was privileged to do again last night. 
In the meantime I have had the pleasure of entertaining 
your President at the Stock Exchange, and have been further 
entertained by you. I should like to say here how greatly 
I appreciate and value this association with your Society. 


On the last occasion my subject was determined for me. 
I was asked to address you on the “* Technique of Introduc- 
ing New Issues to the Stock Exchange.”’ On the present 
occasion my orders were not so strict or so definite, though 
a suggestion was made to me. I propose to follow that 
suggestion and to say something upon the various methods 
of financing companies under present-day conditions ; but 
before I do that I want briefly to recapitulate the heads of 
my lecture on new issue technique, in order to note one or 
two changes that have taken place in the last three years, 
and so to bring it up to date. 

I realise, of course, that Stock Exchange and new issue 
matters are no more than a backwater from the main 
stream of your studies and of your professional occupation. 
Many accountants may pass the whole of their business life 
without having to deal with these subjects; but, on the 
other hand, you may at any time come up against them, and 
although the clients whom you advise will often have other 
counsellors as well—solicitors, stockbrokers, bankers, issuing 
houses—I do not name them in any considered order—it is 
well, and you will be more serviceable to your clients, if you 
have at least a reliable nodding acquaintance with these 
subjects. 

Firstly, then, to glance in very brief outline at my 
previous lecture. 

A new issue means, for the purpose of Stock Exchange 
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regulations, an issue in respect of which a quotation has not 
previously been sought and granted. The issue—it may be 
of either debenture or share capital—may therefore have 
been in existence for some time—perhaps for several years— 
so that it may not be new in the sense of being newly issued 
and raising new capital or acquiring new assets for the 
company. The great majority of applications are, however, 
in respect of new issues made for one or other of these two 
purposes, 

Thei importance of obtaining a Stock Exchange quotation 
for a new issue lies in the fact that, save for certain unimpor- 
tant exceptions, members of the Stock Exchange are not 
allow ed to deal in unquoted securities. Consequently there 


° 8A paper given at the Incorporated Accountants’ Course, Balliol 
College, Oxford, on September 16, 1950. = 


By JOHN B. BRAITHWAITE, Chairman of the Stock Exchange. 


can be no market in unquoted securities, and, generally 
speaking, the public will not subscribe their money to new 
issues unless they are assured of a quotation and a market on 
the Stock Exchange, so that they may be able to realise 
their investment when they wish to do so. 

The new company legislation now in force recognises the 
importance of this point for the first time, and lays it down 
that when a prospectus states that application will be made 
for a Stock Exchange quotation (and the public will not 
normally subscribe without this statement) applications 
shall be void and the money subscribed returned if either 
the application for quotation is not made within the pre- 
scribed time, or the application is refused. This is a very 
valuable protection for the public. Formerly the Stock 
Exchange might express its disapproval of an issue by 
refusing a quotation, but the unfortunate subscribers were 
left not only with their shares but without a market in which 
to realise them. 

What does an accountant need to know if a client calls 
him into preliminary consultation on the question of a 
contemplated new issue of capital ? 

He needs to know, firstly, that if the issue is to be for more 
than £50,000 the consent of the Capital Issues Committee 
(known as the C.I.C.) must be obtained. Application for 
consent is made to the C.I.C. by a letter which must answer 
the numbered paragraphs of Form Q2, obtainable from the 
secretary of the C.I.C. The letter may be written by anyone, 
but it is best prepared by solicitors or brokers who are 
accustomed to dealing with the C.I.C. 

Then he must know that the requirements of the Stock 
Exchange will have to be complied with. These are 
contained in Appendix 34 to the Rules and Regulations of 
the Stock Exchange and are obtainable from the Share and 
Loan Department of the Stock Exchange. These require- 
ments were dealt with fully in my previous lecture. 

He will, of course, be familiar with the accountancy 
requirements laid down in the Fourth Schedule to the 
Companies Act, 1948, and these will be his special province ; 
but he must know also that in one matter of the first 
importance Stock Exchange requirements go beyond the 
Companies Act in that they require the auditors’ report to 
deal with the preceding 10 years’ figures, instead of 5 years 
only as required by the Fourth Schedule. When there are 
subsidiary companies it is the general practice to present 
the figures both of profit and loss and of assets and liabilities 
in consolidated form, without showing parent and sub- 
sidiary figures separately. 

Accountants likely to advise on new issue matters should 
also know that in March, 1949, the Stock Exchange brought 
into force a scale of charges for the grant of quotations. The 
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scale is graduated from 10 guineas for issues over £5,000 
and under £10,000 up to a maximum of 500 guineas for 
issues of a million and over. The detailed scale is obtainable 
from the Share and Loan Department. 

A recent critic has suggested that these charges are so 
heavy as to discourage new issue business. This is criticism 
without investigation of the facts. The scale ranges approxi- 
mately from ts. to 1s. 6d. per cent. (It is a block scale and 
not a percentage charge.) It ranges, that is to say, from 
approximately one to one and a half twentieths of one per 
cent. This is altogether negligible in the costs of any issue. 
Very few issues cost less than 2 per cent., and many cost as 
much as 4, 5 and even up to 10 per cent. ; and the scale, 
low as it is, is halved in the case of rights and bonus issues, 
conversions, reconstructions, etc. The primary object of 
the charge is to cover the cost of the Share and Loan 
Department, the greater part of whose work is indispensable 
both to companies seeking a quotation and to the investing 
public who are already, or who may become, interested in 
the company concerned in any issue. 

In March, 1950, the Stock Exchange sent a letter to all 
quoted companies on the subject of the form to be taken by 
preliminary announcements of dividends and trading 
results. The letter included a specimen form drawn up in 
co-operation with the Institute of Chartered Accountants, 
your own Society and the Chartered Institute of Secretaries. 
The object aimed at is to secure the maximum amount of 
relevant information for investors and for the public with 
a view to preventing false markets between the time of the 
dividend announcement and the publication of the full 
report and accounts. 

The response to this letter has been very gratifying, and 
you will be rendering a service to all concerned if you will 
assist the companies for which you act to comply with it as 
fully as possible. 

Lastly, an accountant should have some knowledge of 
the matters to be dealt with in the second part of this paper, 
namely, the various methods and sources through which new 
capital can be raised for company finance. 

Before I pass to that matter, however, I should like to 
leave it on record, in case any copies of my previous lecture 
survive, that at the time it was delivered the Companies 
Act of 1947 was still in the form of a Bill, but by the time the 
lecture was printed the Bill had become an Act, and the 
numbers of the sections of the Act were substituted for the 
numbers of the clauses of the Bill. The Acts of 1929 and 
1947 together represented company law for about a year, 
but are now superseded by the consolidating Act of 1948, 
which is now the whole of the Law and the Prophets on 
company matters. 


I now come to the main subject of this paper : 


Methods of financing Companies under present-day conditions. 


A subject of this kind, like most subjects that cover a good 
deal of ground, falls naturally into several parts. 

The two main divisions of this subject are, firstly, small 
businesses and private financing and, secondly, larger 
businesses and public financing. This means also, to some 
extent, but not entirely, new businesses and older busi- 
nesses ; because successful new businesses seldom stand 
still, but grow and expand. 
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It may be well at the outset to list the different kinds of 
finance that will come under review. 


There will be bank finance, used by small and largell 


businesses alike. There will be issuing house finance—po; 
at the moment, the function that they perform in conne:. 
tion with a public issue, but finance provided, or even , 
whole business purchased, with a view to nursing it along, 
perhaps for several years, until it is sufficiently developed 
for introduction to the public. Then we shall meet, and 
they are very important, the two Industrial Developmen 
Corporations formed after the war, in 1945—the Industrial 
and Commercial Finance Corporation, whose object is to 
assist in the finance of small and medium sized companies, 
where other facilities are not easily or readily available; 
and the Finance Corporation for Industry, formed to 
undertake larger operations. After that we shall consider 
the various forms of appeal to the public ; and, lastly, we 
shall speak of self-financing : by the raising of further funds 
from existing stockholders ; and by the most important 
policy and practice, which we shall have in the back of our 
minds throughout the whole of this discussion, of self. 
finance by the ploughing back of profits. 

Let us begin by considering the small business. 

Every industrial concern requires capital ; whether it be 
to carry stock in trade for commerce, or to provide materials 
and plant for manufacture ; and in both cases to finance 
the gap between purchase and sale, to state the matter in 
its simplest form. The original capital is necessarily put up 
by one or more individuals, who have conceived the project 
and are ready to risk their money in it. Risk bearing capital, 
in modern economic jargon. It may be only a few hundred 
pounds ; it may be several thousands. 

This is very elementary ; but I state it because it has been 
and still is the foundation of the trade and commerce of this 
very great industrial nation. 

The names of such giant concerns as Lever and Unilever, 
Morris Motors, Dunlop Rubber and Boots Pure Drug, and 
there are many more, all commemorate the names of 
individuals who began in a very small way, but whose vision 
and industry and ability gradually built up the great 
organisations that have grown from the original seeds that 
they planted. 

If the founders of a business have already a little local 
standing, or as soon as they have some record of successful 
trading to show, bank finance will be available to them in 
proportion to the reasonable and credit-worthiness of their 
undertaking. _ 

It is one of the main functions of banks to irrigate com- 
merce and industry with flexible credit of this type. They 
take care of your money and mine (supposing, that is, we 
have any for them to take care of) and, being justified by 
long experience in believing that we shall not all want our 
money back at once and on the same day, they do not bury 
our talents in the earth, but trade with them, as was done 
by the approved servants in the parable. Whether they 
succeed in doubling them like those who were hailed as 
* good and faithful servants ” I do not know, for the banks 
are privileged to publish only their net profits after pro- 
visions and taxation ; but in any case I do not press upon 
you further a parable which seems to suggest a number of 
rather questionable inferences. 


: Jong tel 
pempor 
| permar 
| will sus 
further 
| , natu! 
appeal 
| pot yet 
It is he 
| nillan 
needed 
| from tl 
; We 
; for fin: 
| advant 
may W 
| they W 
| but th 
| and it 
; provid 
But fo 
; two I 
tioned 
: the 
with 
| indust 
pated 
howe’ 
| existit 
: intere 
: prope 
perfor 
: basis, 
| mark 
the s 
provi 
medi 
; the « 
: The 
| been 
| Engl 
and 
t : _ 
| fore 
have 
in in 
ee {21 
| Mar 
| ee £5,¢ 
turn 
Cor 
7 B 
Scot 
mer 
i: : 
- tion 
: has 


Kinds off put now the business is getting bigger ; banks are not 
jong ter™a investors in industry. Their function is to provide 
emporary and floating finance ; not to take the place of 


permancnt capital. It is quite likely that they themselves 


id. large 
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connec. yi] sugyest to a customer that the time has come to seek 
even afifurther permanent capital. It may be that the business is of 
t along i, nature, and has already reached a stage, when a direct 


peal can be made to the public. But more probably it is 
not yet ripe for that, and some other method must be found. 
itis here, in cases like this—cases falling within the “‘ Mac- 
nillan Gap ” of which I shall speak presently—that the 
needed support may be sought from an issuing house or 
fom the Industrial and Commercial Finance Corporation. 
We need not linger long over the issuing house channel 
fr finance. Issuing houses are in business for their own 
avantage and profit. The proposition, whatever it may be, 
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stly, we may well be put up to one, and if refused, to others ; and 
T funds fithey will help or they won’t, according to their judgment ; 
portant Mbut their main interest and concern is with public issues, 
: Of our and it will be only occasionally that they will be ready to 


of self- Bpovide private finance for small companies. 


THE INDUSTRIAL DEVELOPMENT CORPORATIONS 


but for the past five years there have been available the 
wo Industrial Development Corporations which I men- 
tioned a few minutes ago. The setting up of both was due 
» the prompting of the war-time Government in 1944, 
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put up #yith a view to assisting in the provision of capital for 
project @ industry in the difficult period that it was correctly antici- 
— pated might follow the end of the war. They are not, 
in 


however, as is sometimes thought, Government sponsored, 
aisting to lend out Government money at low rates of 
interest. They are commercial undertakings, submitting all 
propositions to stringent business tests, formed indeed to 
perform a national service, but working on a profit-earning 


llever, B basis, and susceptible to the same influences that sway 
3, and Bi market quotations and govern rates of interest. 
es of # The Industrial and Commercial Finance Corporation is 
vision B the smaller of these two institutions. It was formed to 
great @ provide medium and long term capital for small and 
s that Bf medium sized companies in Great Britain, in cases where 
the existing facilities are not easily or readily available. 
local Hf The capital of the concern is £15 million, of which half has 
essful Bf ieen called up, and all of which is held by the Bank of 
m1) @ England, the clearing banks and the Scottish banks. Over 
theit Hf and above its capital it has power to borrow up to £30 
million from the banks. Its total irrigating power is there- 
com Ff fore £45 million, of which £154 million—say, one third— 
They i have so far been employed in advances to and investments 
» We in industry. Further commitments to the amount of about 
d by £2 million had been made at the date of the last accounts, 
tour # March 31, 1950. The normal minimum for advances is 
bury ff £5,000, and the normal maximum £200,000, which, in its 
done turn, is the minimum for the larger concern—the Finance 
they ff Corporation for Industry. 
das Businesses have been assisted in all parts of England and 
anks Scotland, including, and perhaps especially, the, Develop- 
pro- @ ment Areas ; and the last report and statement of accounts 
ar gives an analysis, under forty-five headings, of the distribu- 


tion of the advances and investments made to date. Finance 
has been provided in the form of loans secured by debenture 


or mortgage ; preference shares, redeemable or otherwise ; 
participating preference shares ; and ordinary shares ; or 
in a combination of two or more of these forms. Advice and 
help are also given freely and disinterestedly. The Corpora- 
tion has offices in London, Edinburgh and Glasgow. 

I have said so much about this Corporation because it is 
likely to be of more use to accountants advising upon small 
businesses than any other source of finance. 

The other—the larger—of these two institutions is the 
Finance Corporation for Industry. This Corporation was 
formed to assist in the provision of capital (in amounts of 
£200,000 and upwards) for new enterprises, and for the 
expansion and modernisation of existing ones which will 
contribute to the advancement of the national economy, by 
providing finance where it cannot be obtained through the 
ordinary channels. 

The authorised capital in this case is £25 million, of 
which only £500,000 has so far been called up, all of which 
is held by the Bank of England and the insurance and 
investment trust companies. Borrowing powers in this case 
are up to £100 million. Of the potential lending power of 
£125 million, about £33 million had actually been advanced 
at March 31, 1950, but commitments entered into totalled 
about £67 million, and have been further increased by 
about £6 million since the end of the Corporation’s year, 
making £73 million in all to date. 

A few minutes ago I mentioned the “ Macmillan Gap,” 
which owes its name to the fact that its existence was first 
given some prominence in the Report of the Macmillan 
Committee of 1930-31.* 

Private individuals often can, with their own resources 
and those, perhaps, of a few friends, put up the original 
capital to start a new business, or to buy one that has already 
been started, and to carry the project some little distance. 
These small beginnings, as we noted earlier, have always 
been, and still are, the foundation of our trade and com- 
merce. The banks will help in the way I have indicated, 
but not with permanent capital ; yet money cannot be had 
from the public until the concern is much bigger and more 
widely known. This is the “ Macmillan Gap ”’—the gap 
between the limit of private individual finance, and the 
limit where public finance becomes possible and begins. 
These two limits are, of course, variable and elastic ; but 
the gap between them is very real and very sizeable. 

The two industrial finance corporations of which we have 
been speaking, and particularly the Industrial and Com- 
mercial Finance Corporation, dealing with the smaller 
type of demand, have made a very important contribution 
towards the filling of this gap, and all accountants should 
have a knowledge of their existence and of the type of 
facilities that they offer. 

It may be asked : what will happen when their resources, 
already substantially committed, are wholly engaged ? 
The answer is, I think, that a large proportion, though not 
all, of their commitments are designed to be self-liquidating, 
over a period of time, in one or other of two ways : firstly, 
assistance given in the form of loans or redeemable prefer- 
ence shares is expected to be repaid gradually, through the 


* Cmd. 3897, paragraph 404 of Report: evidence Nos. 1 526-30 } 
2502 ; 2506-11 ; 2557-67 ; 2579. 
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ploughing back of profits into the business ; and secondly, 
in suitable cases, it is hoped that the assistance given will 
enable the business to develop to a point where the weight 
can be transferred from the Corporation to the public. 

So that, if we liken these two corporations to two large 
reservoirs, when once they are full the rate of fresh intake at 
the one end will be governed by the rate of outflow at the 
other (unless, of course, the capital or borrowing powers are 
increased) and the more their resources are kept in constant 
circulation, instead of being statically engaged, the greater 
will be their service to the community. They will perform 
a service also to investors by bringing forward fresh enter- 
prises to the point where they enter the public market of the 
Stock Exchange. 

PUBLIC ISSUES 

We pass now to finance by way of public issue. This is a 
method pretty generally understood, and we need not go 
into very much detail about it. It is available, however, 
only to companies already established and with one or more 
issues already quoted on the Stock Exchange, or on one of 
the Provincial Exchanges ; or to new companies that have 
reached the point of development where some broker or 
issuing house—probably both in conjunction—will sponsor 
their introduction to the public. 

The technique of introducing new issues to the Stock 
Exchange was the subject of my previous lecture, but we 
might spend a little time now on the several forms that a 
public issue may take. 

First, there is the standard method of issue by prospectus. 
A company offers an issue of capital for subscription by the 
public, usually through its bankers, who will receive the 
applications and make the allotment. A firm of brokers, 
or an issuing house, often, again, both working together, 
will have made the arrangements for underwriting and 
advertising the issue and for obtaining a grant of quotation 
from the Stock Exchange, and will have collaborated with 
the company’s solicitors and accountants in the preparation 
of the prospectus, which must, of course, comply both with 
the Companies Act and with the requirements of the Stock 
Exchange. 

Then there may be, instead of an issue by prospectus, 
what is known as an “ Offer for Sale.” The document 
making an offer for sale to the public is a prospectus for the 
purposes of the Companies Act and for Stock Exchange 
requirements, but the difference of method is that someone 
—usually an issuing house, but occasionally a firm of 
brokers—has already contracted to buy the whole of the 
stock offered, and is, so to speak, re-offering it to the public. 
Underwriting, advertising and other arrangements will be 
similar to those for an issue by prospectus. 

This method is used frequently where the principal 
owners of a company, often a private company hitherto, 
desire to realise a substantial part of their interest, perhaps 
by way of preparation to meet estate duties, or for other 
reasons. The purchasers stipulate that the company shall 
be converted into a public company, so that the shares can 
be introduced on the Stock Exchange, and the capital is 
often reorganised, for example, by splitting the shares into 
smaller denominations, and generally the capital is re- 
arranged suitably for a public company with a Stock 
Exchange market in its shares. 
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We may say, then, that generally, but not quiic exe} 
ively, the prospectus method indicates an issue of ney 
capital, and the offer for sale method indicates a deal jy 
capital already existing, but new to the Stock Exchange, 
A third method, known as a “ Placing,” is used venerally 
in the same kind of circumstances as an offer for sale, by 
usually for a smaller type of transaction, because the cost; 
are less. There is no offer direct to the public, but the sto 
is “‘ placed with ”—that is, sold to—mainly the institutiong 
investors, but partly also the public through the marke 
machinery of jobber and broker. Unless in exceptional 
circumstances, the Stock Exchange requires that a reasop. 
able proportion of the stock shall be available to ordinary 
investors through the market. The advertisement, which 
by Stock Exchange requirements must be of prospectus 
standard, is usually confined to the Stock Exchange mini. 
mum requirement of two newspapers ; and direct under. 
writing costs are saved, though this element may sometime 
be reflected in the price at which the placing is possible, 
Also, newspaper rates are lower for advertisements “ for 
public information only ” as the required wording goes. 


ISSUES TO SHAREHOLDERS 


Lastly, there is the semi-public method of issue or offer 
confined to the shareholders of the company in question, 
Three types may be distinguished. First, an offer of new 
capital to the existing shareholders, or a particular class of 
shareholder, made to the body of shareholders generally 
and not offered pro rata as a matter of right. This is called 
an “ open offer,” and is usually made on terms as close as 
may be to existing market conditions. Secondly, there is the 
“rights issue.” This means that shareholders are given a 
“right ” to take up their pro rata proportion of the issue, 
and they receive a renounceable allotment letter, so that if 
they do not wish to take up their allotment they can sell it 
—if any premium is obtainable, as usually it is—and can 
renounce their “ right ” in favour of the buyer. Thirdly, 
there is the issue made on bonus terms. That also will bea 
“* rights issue ” offered pro rata to the shareholders ; but in 
this case the intention is to give a bonus to the shareholders 
and the price of the offer, consequently, will be below, and 
sometimes considerably below (but subject to the control 
of the C.I.C.) the current market price. For example, a 
company whose shares stand at £3 may offer further shares 
at £2, say in the ratio of one new share for each four old 
shares. All three of these types of issue are customarily 
underwritten ; though the last, when the bonus is large and 
the success of the issue hardly in doubt, is sometimes 
guaranteed without monetary payment for the right to take 
up any shares that may not be applied for. Open offers and 
rights issues are not advertised in the Press because there is 
no offer to the public ; but the circular containing the offer 
to the shareholders must comply with Stock Exchange 
requirements. 

Free bonuses are excluded from this classification because 
they raise no money, but are merely a readjustment of the 
existing capital structure, and consequently are not in any 
monetary sense a new issue of capital. 


PLOUGHING BACK PROFITS 
It remains for us to speak of self-financing ; that is to say, 
the expansion of a company by the “ ploughing back” of 
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profits into the business. This is a matter of great impor- 
tance at all stages of a company’s career. 

There have been companies which, by no other means, 
have consolidated and enlarged themselves until public 
fnance has become possible ; others have carried on for 
long periods of time and have never needed, and perhaps 
never will need, public finance at all. 

But with a young business, and perhaps in a highly com- 
petitive trade, it may be by no means easy to make profits 
sufficient for a moderate distribution, and also a surplus for 
ploughing back ; and the question at once rises—at what 
point does a company begin to earn true profits? This, 
again, raises the crucial question of depreciation allowances; 
and, most unfortunately, the Inland Revenue does not see 
eye to eye with industry, or, if I may say so, with common 
sense, on this matter. To the business man it seems clear 
enough that all wasting assets must be depreciated at a rate 
that will enable him to replace them at current prices when 
the appropriate time for renewal arrives. Until this has 
been done he does not begin to make a true profit. But the 
Inland Revenue, in spite of some relief given in the 1949 
Budget, still seems to look rather to the historical cost—that 
is to say, the actual original cost—than to the replacement 
cost, which is the hard reality with which the business man 
must reckon. Consequently, a company in that position, 
and most companies are in that position, must complete its 
depreciation provision, if its finances are to be sound, out of 
taxed profits. To put it another way, if it makes proper 
provision for depreciation, it is taxed upon purely notional 
profits, and not upon the true and realistic profits of the 
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business. And “ ploughing back” must come after this, 
and out of profits that have borne both income tax and 
profits tax. 

The Government, however, does seem to realise that 
* ploughing back ” is one of the main sources of industrial 
finance, and that there is at any rate a case for a review of 
present taxation principles. It is very much to be hoped 
that a more realistic view of these matters will result from 
the work of the Tucker Committee, and from the Royal 
Commission that is to follow it. 

* Ploughing back,” however, whatever view the Govern- 
ment and the Inland Revenue may take of it, is undoubtedly 
one of the mainsprings of British industrial finance, and I 
think it is pretty generally recognised now that no company 
is in a healthy condition that is not, as a matter of settled 
policy, ploughing back some portion of its profits every year. 

This completes the survey that I have had in mind of the 
various methods of financing companies under present-day 
conditions. I hope it covers the ground fairly fully and I 
shall be glad to supplement what I have written, so far as I 
can, in answering any questions to which this paper may 
give rise. 

I am conscious that in the latter part of it I have tres- 
passed upon ground that is your province rather than mine, 
but I think it was inevitable if the subject was to be fully 
explored. I can only say that if anything I have said upon 
your subjects calls forth either your criticism or your 
qualification I am very willing to learn from you, and I shall 
sit at your feet as patiently and attentively as you have been 
good enough to sit at mine. © 


was recently adopted in Canada for 
determining “ capital cost” (deprecia- 
tion) allowances for income tax pur- 


poses. It created quite a stir here. 


By CECIL A. ELLIS, a.s.a.a., c.a. (Canada) 


Accountancy in Ontario 


By ENACTMENT OF A PusLic Accoun- 
tancy Act the Province of Ontario 
regulated the accountancy profession as 
from August 1 last. This Act empowers 
only those licensed under its provisions 
to hold themselves out in the Province 
as “ Public Accountants.” 

A booklet has just been issued by the 
Institute of Chartered Accountants of 
Ontario under the title Information for 
Students in Accounts. In page 5 of this 
publication it is stated that, among 
other means, membership of the Insti- 
tute (of Ontario) “‘ may be obtained 
under provision of the bye-laws, by 
persons who have passed the examina- 
tions of other Institutes or Societies 
having like objectives, and who have 
professional interests within the 


Province of Ontario, which in the 
opinion of the Council, makes member- 
ship desirable.” 

The same page contains the names of 
various of the accounting bodies which 
are regarded as “ certain other Insti- 
tutes or Societies ” within the descrip- 
tion appearing above. It is gratifying to 
note that the Society of Incorporated 
Accountants and Auditors is there 
listed. So welcome a gesture by the 
Institute of Chartered Accountants of 
Ontario merits the appreciative recog- 
nition of those who, because of it, are 
given facilities to follow their careers 
as accountants in this country. 

‘*‘ Diminishing Balance” 
Depreciation 

As previously indicated in these notes, 
the “diminishing balance” method 


One of the various objections to this 
method sprung from an impression 
(then apparently well founded) that, 
in order to obtain depreciation allow- 
ances to which they became entitled 
after fixed assets ceased to be employed, 
taxpayers would be obliged to keep the 
values of such assets on their books and 
in their financial statements. 

The difficulty thus anticipated has 
now been met by clarifying regulations 
enabling taxpayers to relieve fixed 
asset accounts of losses or disposals of 
assets, without prejudice to their taxa- 
tion rights. 

Meanwhile, The Canadian Chartered 
Accountant for June, 1950, reproduced 
an interesting address by Mr. A. W. 
Gilmour, C.A., F.C.1.s., on the subject of 
the depreciation regulations, as they 
then were. Mr. Gilmour’s address was 
especially interesting, because until his 
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recent return to practice he occupied a 
high position with the Dominion Taxa- 
tion Department. 

After observing that in some respects 
the new depreciation regulations de- 
parted from what we regard as “ good 
accounting,” Mr. Gilmour recom- 
mended that books be kept and accounts 
be prepared as hitherto, on good 
accounting principles, and that any 
- differences between those records and 
the requirements of the taxation laws 
should be dealt with in reconciling 
schedules, to the satisfaction of all 
concerned. 

Although the recent clarifying regu- 
lations have laid to rest fears that 
standards of good accounting were 
being abandoned, Mr. Gilmour’s sug- 
gestions may prove to be helpful if at 
some future time a similar emergency 
should arise. 


Interchange of Students 


The counterpart to the British “ articled 
clerks ” is in Canada the “ students in 
accounts.” Recently, and with that 
enterprise which characterises this 
young vigorous country, two prominent 
accounting firms, one in Ontario, the 
other in Quebec, arranged to exchange 
“students in accounts” for a short 
period of months. The Canadian Char- 
tered Accountant for August, 1950, con- 
tains a contribution from each of the 
‘students so exchanged; one in French 
described experiences in English-speak- 
ing Ontario: the other, in English, 
deals with the visitor’s sojourn in 
French-speaking Quebec. 

This experiment, which seems to 
have been well worth while, suggests 
possibilities that may merit serious 
consideration elsewhere. Were arrange- 
ments possible to send British articled 
clerks or even staff members to the 
United States, Canada, or even to 
Latin countries, while visitors from 
those countries worked in the United 
Kingdom, much good for all concerned 
might ensue. Various problems would 
have to be faced : but in the long run 
the benefits gained could well justify 
the experiments being made. 


Balancing and Standardisation 


Those who read professional litera- 
ture from this side of the Atlantic will 
be familiar with the frequent use of 
arresting titles for presentation of 
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constructive discussions upon fitting 
subjects. The August, 1950, issue of 
The Journal of Accountancy exemplifies 
this practice, with a contribution by 
Robert H. Montgomery, c.pP.a., en- 
titled “‘ The Curse of Balancing.” 
While conceding the undeniable 
importance of attaining arithmetical 
equality between debits and credits, 
Colonel Montgomery (well known as a 
writer) warns of the dangers of clothing 
the attainment of that equality with too 
much importance. He seems to suspect 
that some weaknesses may develop if 
standardisation of accounting methods 
and auditing procedures becomes so 
prevalent as to leave insufficient room 
for desirable imagination and initiative. 


Standardisation has undeniably been 
very helpful to accounting and auditing 
methods over here, where large volumes 
of business, involving huge monetary 
values, have had to be handled speedily 
and constantly. But it may be that, as 
Colonel Montgomery feels, standardisa- 
tion of methods and procedures is being 
carried too far, and that there is a 
tendency to lean unduly upon it. 


Crowding the Profession 


Life, which has a wide circulation over 
here, recently commented upon the 
graduation of 70,000 students in busi- 
ness administration in the United 
States. In observing that this number 
greatly exceeded available jobs, Life 
stated that the situation was especially 
bad for accountants. 

In its editorial for August, 1950, The 
Journal of Accountancy took a more 
optimistic view of the situation for 
accountants. Nevertheless, it took 
opportunity to draw attention to the 
constant rise in standards of what is 
required for success in the profession. 

One imagines that Life based its 
forebodings largely upon information 
embracing all those persons who de- 
scribe themselves as “ accountants ” 
—unqualified men, as well as those 
possessing recognised qualifications. 
Observation in Canada does not lead 
to any belief that the profession is 
becoming overcrowded here; and we 
usually find conditions across our border 
not dissimilar to ours. Nevertheless, the 
reservation made by The Journal of 
Accountancy, on the constant rise in 
requirements by the profession, seems 
to be well-timed. 


Annual Meetings 


The annual meetings of both the mericay 
Institute of Accountants and the Dominio, 
Association of Chartered Accountants yp. 
failingly produce papers and discussions of 
great value to the profession, and of interey 
to readers outside of North America. Whil 
the proceedings of the Canadian body hay 
not been reported upon as yet in its pro. 
fessional journal, those at the recey 
assembly of the American Institute 
Boston, Mass., can now be commented upon 
in a general fashion. 

The Institute’s newly elected President, 
T. Andrews Coleman, discussed contrib. 
tions being made by American accountant; 
to their nation’s expanding economy. 
Edward T. McCormick, of the Securities 
and Exchange Commission, dealt with the 
need for simpler language in prospectuses, 
Ralph J. Whitinger of Indiana discussed 
accounting services to small businesses. 
This last subject was also covered in a paper 
by Marquis G. Eaton of Texas. The topic 
of report writing brought some interesting 
remarks from Lewis Lilly of San Francisco, 

The American Institute of Accountants 
now publishes a record in book form of pro- 
ceedings at its annual meeting. Its 256 
pages are available for the modest price of 
$2.00 from the Institute’s offices at 270, 
Madison Avenue, New York, 16. British 
accountants might well make this profitable 
investment, and read for themselves so much 
that cannot be adequately represented in the 
few lines available in these short “ Notes.” 

We will comment upon the Canadian 
annual meeting in due course. 


** ACCOUNTANCY ”’ 
Index and Binding 


THIs IssUE COMPLETES VOLUME 61 (JANUARY- 
December, 1950) of Accountancy. The 
index is in preparation: as in previous 
years, it will be sent only to readers who ask 
for it. 

A grey binding case with white lettering 
will again be obtainable from T. Whitting- 
ham and Co., Ltd., Pixmore Avenue, 
Letchworth, Herts. They will bind sub- 
scribers’ copies at a charge of 15s., oF 
supply the binding case at 5s., post free. 
Orders should be sent direct to T. Whitting- 
ham & Co., Ltd., and it is requested that 
they be accompanied by the appropriate 
remittance. 

For readers taking advantage of these 
arrangements the title-page and index will 
be supplied with the binding case. Others 
are asked to send their requests for the 
title-page and index to the Editor of 
Accountancy at Incorporated Accountants’ 
Hall, who will send them as soon as copies 
are available. 
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Some Special Types of Business 


BETTING 


How FAR ARE THE GAINS OF GAMBLING ASSESSABLE ? IT 
can be said that a person who attends races and systemati- 
cally bets is liable to assessment in respect to the profits 
he derives from the vocation of betting (Partridge v. 
Mallandaine (1886, 2 T.C. 179)). But where the individual 
had for many years betted on horses from his private 
residence with bookmakers at starting prices only, and, 
apart from some deposit interest, had no other means of 
livelihood, it was held that his winnings were not profits 
or gains assessable under Cases I, II or VI of Schedule D 
(Graham v. Green (1925, 9 T.C. 309)). There is apparently 
a distinction between “ professional ” and private betting ! 
This is brought out in the Down v. Compston case (1937, 
21 T.C. 60) where a professional golfer attached to a golf 
club habitually engaged in private games of golf (on 
handicap) principally with and against amateurs, and 
won substantial sums over a period of ten years; it was 
held that the winnings did not arise from his employment 
or vocation, he was not carrying on a business of betting 
on private games of golf, and the winnings were not 
assessable to Income Tax. It appears that a profit for 
the making of which an employment provides an oppor- 
tunity can be distinguished from a profit of the employ- 
ment. The fee paid for a round of golf was distinguished 
from sums won on bets on the round. The bets are not 
analogous to gratuities if there is no business of betting. 


COTTON FUTURES 


A gamble in speculative transactions, such as cotton 
futures, might appear to be in a similar line of country, 
but it has been held that the purpose for which cotton 
futures contracts are made does not alter the character 
or nature of the contracts; they are real transactions, and 
the profits are assessable, whether made by a partner in 
a firm of cotton brokers on his own account outside the 
firm’s ordinary dealings (Cooper v. Stubbs (1925, 10 T.C. 29)), 
or by a person in another trade (Townsend v. Grundy (1933, 
18 T.C. 140)). 


ILLEGAL TRADE OR TRANSACTIONS 


What is the position of the bookmaker who in addition to 
credit transactions (which are legal) indulges in the illegal 
practices of ready money and street bookmaking? The 
fact that the businesses are illegal is irrelevant; they are 
trades within the meaning of the Income Tax Acts and 
the profits are assessable to Income Tax (Southern v. A.B. 
(1933, 18 T.C. 59)). 

Transactions that are illegal in the sense that they cannot 
be enforced at law, may nevertheless be assessable, e.g. 
profits on the export of whisky to the U.S.A. during prohibi- 
tion, where the profits were only made by deceiving the 
U.K. Customs authorities and breaking U.S. laws (Lindsay 
and others v. C.ILR. (1932, 18 T.C. 43) ); dealing in and 
exploiting illegal automatic machines (Mann v. Nash (1932, 
16 T.C. 523)). 


It has been said, however, that the profits of crime could 
not be assessed as the profits of trade; the burglar is not 
carrying on a trade within Case I (¢f judgments in the 
Mann v. Nash and Southern v. A.B. cases). But if a trade is 
being carried on, the profits are assessable, even if the 
trade is illegal, e.g. the sale of whisky is a perfectly proper 
and respectable trade, but in the instance quoted—the 
Lindsay case—the particular trade was illegal. 

The law will not enforce a contract of partnership, the 
object of which is to trade in a way which necessarily 
involves resort to fraud on the Customs authorities, but 
that does not place the trading profits of the partnership 
beyond their assessment to Income Tax. Frauds are some- 
times incidents of some “ trades” without exempting their 
profits from assessment ! 

Once the character of a business has been ascertained as 
being of the nature of trade, the person who carries it on 
cannot found upon elements of illegality to avoid the 
tax. Any other ruling would place grave temptations upon 
taxpayers ! 

! STUD FARMS 
Never let it be said that there is any kinship between the 
stud farm and illegal business ! But betting brings racing 
to mind. The special treatment here arises from the mixture 
of hobby and trade. Usually, stallions and mares are 
dealt with as stock in trade (valued on the “ global” 
method in most instances, at the lower of “‘ cost or market ” 
value). When an animal is transferred to training, the 
market value is credited to the stud farm. On the date of 
return after racing, the market value on that date is 
debited; similarly with an animal bought for racing and 
then transferred to the stud—cost is ignored—market 
value at the date of transfer is debited. 

Stallions are not considered to be plant to which capital 
allowances apply (Derby v. Aylmer (1915, 6 T.C. 665)). 


TRANSFER OF COMPANIES ABROAD 


SINCE THE ‘BEGINNING OF 1948, PERMISSION TO TRANSFER 
their seat of management abroad has been given to 27 
companies having an issued capital of about £37 million, 
it has been stated by the Financial Secretary to the Treasury. 
Two applications are outstanding. He said that the transfer 
was usually authorised only if it is shown that the manage- 
ment of the company will be more efficient from abroad and 
that the move is not against the wider national interest. 

Transfer of companies to the Rhodesias, mainly for the 
sake of the saving in tax, particularly Profits Tax, has 
recently been “ in the news.” Presumably the loss of tax 
to the British Exchequer is not yet of sufficient dimensions 
to make the Treasury regard the moves as against the 
national interest, though if they became more popular it 
is possible that this view would be taken. 
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Taxation 
Notes 


Partnership Changes 


In THE REPORT OF THE INCOME Tax 
Codification Committee 1936 (Cmd. 
5131) it is stated on page 240 of 
Volume I that the provisions of the 
existing Acts dealing with the effects 
of changes in the personnel of a partner- 
ship do not cover the case where a 
partnership is dissolved and one of the 
partners continues to carry on the 
business by himself as an individual. 
The eminent members of the Com- 
mittee did not hesitate to make a 
categorical statement; there was no 
limitation of their pronouncement. 

It appears, however, that the Board 
of Inland Revenue do not agree with 
that interpretation, and will not accept 
it. It is difficult for the layman, in such 
circumstances, to understand just where 
any statement of interpretation can 
lead unless and until taken to the 
Courts. 

Let us examine the provision in 
question, viz. Rule 11 (1) of the Rules 
of Cases I and II of Schedule D, as 
amended by Section 32 of the Finance 
Act, 1926. 

The relevant wording is as follows: 


“If... a change occurs in a partnership 
of persons engaged in any trade [etc.] by 
reason of retirement or death, or the dis- 
solution of the partnership as to one or 
more of the partners, or the admission 
of a new partner, in such circumstances 
that one or more of the persons who 
until that time were engaged in the 
trade .. . continue to be engaged therein, 
or a person who until that time was 
engaged in any trade . . . on his own 
account continues to be engaged in it, 
but as a partner in a partnership, the 
tax payable . . . shall be computed...” 
on an assessment made as if there had not 
been a change. 

It is true that the Rule provides that 
if one . . . of the persons continue to be 
engaged in the trade, but it seems that 
the Committee must have been im- 
pressed with the opening words refer- 
ring to a “ change in a partnership.” 
The continuance of the trade by a 
former partner as a sole trader is hardly 
a “change” in a partnership; it is 
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the cessation of partnership. This 
seems to be borne out by the apparent 
necessity for the provision for the case 
of a sole trader assuming a partner. 

We should like the Board to advise 
the Chancellor to initiate legislation, as 
they presumably can, in all cases where 
there is any ambiguity in the Acts or in 
Regulations. It would save time—and 
tempers ! 


Computation of Profits 

The following dicta of eminent judges 
are of great importance when con- 
sidering the Scheme of the Income 
Tax Acts in relation to deductions from 
profits. (We do not name the cases, 
but give the Tax Cases references.) 

It is wise to bear in mind, however, 
that an obiter dictum which involves 
many difficulties, none of which it was 
necessary to consider in the case in 
which it was delivered, is not one which 
affords any useful guidance in applying 
the words of the Act to different 
circumstances. (1910, 5 T.C. 624). 

For Income Tax purposes the law 
does not permit all the deductions 
which a prudent trader would make in 
ascertaining his own profits (1904, 
5 T.C. 71-2), but where a deduction 
is proper . . . to ascertain the balance 
of profits or gains, it ought to be 
allowed . . . provided there is no prohi- 
bition against such an allowance (1914, 
6 T.C. 429). Where ordinary principles 
are not invaded by Statute they must 
be allowed to prevail (1926, 11 T.C. 
520-1). Schedule D may broadly be 
taken to allow a wider range of deduc- 
tions than Schedule E (1924, 10 T.C. 
123). 

It is a fallacious view to take it that 
each particular year is to be treated 
as a watertight compartment and that 
each item of expenditure in that year 
is to be strictly correlated to the profit 
of that year (1933, 17 T.C. 631). For 
the proper period in which to debit a 
charge, you have to look to what is 
the appropriate system which would 
be applied in making up the balance 
sheet in the ordinary course of a 
merchant’s business (1932, 17 T.C. 
358). 

Only such losses can be deducted as 
are connected with (the trade) in the 
sense that they are really incidental to 
the trade itself (1906, 5 T.C. 219). 
The proposition that nothing ever 
could be deducted as an expense 


unless that expense was purely 
solely referable to a profit reaps 
within the year is defeated by its 9 
absurdity (1910, 5 T.C. 534). 

There is no standard for distinguis, 
ing between a revenue charge and 
capital charge except the standard w 
up by the prudence and experience , 
merchants (1928, 13 T.C. 874). Thy 
source from which the money came jj 
not in every case the test; in s9 
instances it is the application and no 
the origin of the money that provids 
the real criterion (1929, 14 T.C. 449). 

An expenditure may not be probhi. 
bited by Rule 3 (a) . . . and yet my 
fall to be disallowed for remotenes 
(1928, 14 T.C. 245-6). 

Once it has to be conceded that a 
debit is a proper one in account 
under Schedule D, the fact that ; 
similar deduction is authorised by th 
Statute under another Schedule 5 
irrelevant (1931, 15 T.C. 799). 

The Revenue, in a case unde 
Schedule D, has no power to examine 
what they think was reasonable or say 
what expenditure was necessary (1946, 
27 T.C. 290). 


Profits Tax—Directors’ Remunera- 
tion 

Like so many words in taxing Acts 
to-day, the word “ remuneration,” as 
applied for profits tax purposes to the 
director of a company, has a special 
meaning. 

Combining Section 63, Finance Act, 
1947, with Section 71, Finance Act, 
1948, we find that the expression 
*‘ remuneration ” for this purpose in- 
cludes (a) all remuneration paid ot 
payable to the director, whether in 
respect of his services as a director of 


‘otherwise, including remuneration for 


services to the company of a sec- 
retarial, managerial, advisory or tech- 
nical nature, and (5) as_ respects 
remuneration accruing after April 5, 
1948, all sums, whether actually paid 
to the director or not, which fall to be 
treated for the purposes of income tax 
under Schedule E as part of the 
salaries, fees, wages, perquisites 0 
profits from his office of director or from 
any employment in which he % 
employed by the company; in part- 
cular any expense allowance or benefit 
caught by the Finance Act, 1948 and 
not allowed as a deduction under 


Rule 9 of Schedule E, so that it # 
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assessavle on him under Schedule E, is 
part of the remuneration. Where 
any benefit is not paid by the company, 
the company’s trading receipts on the 
one hand and the deduction for 
remuneration of directors on the other 
are both deemed to be _ increased. 
(This is to ensure that, where relevant, 
in the case of a company controlled 
by the directors, the benefit is taken into 
account as a distribution; it must be 
borne clearly in mind, however, that a 
distribution will only affect the non- 
distribution relief or a distribution 
charge where it is made to a pro- 
prietor; if the director in question is 
not a share-owner, the distribution will 
not be a gross relevant distribution and 
so not affect the net relevant distribu- 
tion.) 

From the above embracive definition, 
however, there are these important 
exceptions: 

(1) If the director carries on a trade 
or profession on the profits of which he 
is assessable under Case I or Case II of 
Schedule D, there will be excluded 
from ‘‘ remuneration of directors ” any 
amount receivable by him (or regarded 
as a benefit etc. to him) for services 
rendered to the company in the course 
of that trade or profession provided 
the amount in question falls to be 
included in the receipts of the trade or 
profession for the purposes of the said 
Case I or Case II assessment. Care is 
needed here, as it is not every case in 
which such payments would be admit- 
ted as being outside P.A.Y.E. In 
particular, professional men’s directors’ 
fees are normally admitted as subjects 
of Case II and not Schedule E, where 
there is a long standing custom in the 
individual case, but not in new 
instances. 

(2) If a director is a member of a 
profession and is separately remunerated 
as an employee of the company for 
services rendered to the company in his 
professional capacity and the services 
are services rendered as a solicitor or 
accountant, or are services (not of a 
secretarial or managerial nature) which 
are not of such a nature as to be 
directly connected with the trade or 
business carried on by the company, 
such separate remuneration (including 
benefits, etc.), so far as it is reasonable 
and necessary for the services in 
question, is not included in “‘ remunera- 
tion of directors.” 


The distinctions between (1) and (2) 
are important. If the “pay” is 
included for assessment in the business 
profits of the director and the pay is for 
services rendered in the course of that 
business, then (1) applies, even if the 
services are secretarial or managerial. 
In (2), there is no requirement of 
inclusion in Case I or Case II assess- 
ments; the assessment may be under 
Schedule E, but there are the restric- 
tions by reference to reasonableness 
and necessity; and, where the profes- 
sional man is not a solicitor or an 
accountant, to the nature of the 
services. It is particularly to be noted 
in (2) that a solicitor or accountant is 
not affected by the nature of the 
services. 


Domestic Consumption 

Readers may have had some justifiable 
doubts about the meaning of the last 
sentence in the second paragraph under 
this heading on page 407 of the 
November issue. The fault was not that 
of the contributor of our tax notes—who 
is justly irate at the mistake !—but of 
ourselves. The sentence should read: 
* The usual practice is to take market 
value, which, except in the case of a 
loss, must favour the Revenue; it 
is, however, a reasonable figure decided 
on common-sense lines.”” We apologise 
to readers and contributors for the 
mistake in our note. We should like to 
add that it defeats us how it can be 
said that, because his potato crop has 
failed, the farmer is to be charged say 
twenty times the market value as the 
cost of the potatoes he eats himself. 


** One Income, One Tax ”’ 


The Commission on Taxation of the 
International Chamber of Commerce, 
at a recent meeting in Paris, reviewed 
progress in the conclusion of bilateral 
tax treaties. Although these treaties 
should be encouraged, the Commission 
urged that at the same time unilateral 
legislation should be adopted in each 
country. This would mean that starting 
from the principle of “‘ one income, one 
tax,”’ each country would either exempt 
its nationals from taxation on income 
derived from abroad or would continue 
to tax that income while giving credit 
against any tax paid on the same income 
in a foreign country. The United States 
Government had given relief to its 


citizens on this latter basis for some 
thirty years now, and recently similar, 
though limited, action was taken in the 
United Kingdom (see AccounTANcy, 
July, 1950, pages 250-2). A statement 
was drawn up by the Commission for 
submission to the Council of the Inter- 
national Chamber outlining the basic 
principles governing both systems of 
unilateral relief. 


Rating Reassessments and 
Schedule A 


In an answer to a question in the 
House of Commons the Chancellor of 
the Exchequer has said that the central 
reassessment of property for local rates 
—now in progress as required by the 
Local Government Act, 1948—will not 
automatically result in changed values 
for income tax under Schedule A. 
A reassessment for Schedule A cannot 
be undertaken without legislation. 


Profits Tax Distributions 


Referring to the last paragraph of the 
note under this heading in the Novem- 
ber issue, on page 408, we now learn 
that some tax districts are applying the 
interpretation mentioned in the pen- 
ultimate paragraph of the note. We 
shall welcome experiences of readers. 


Double Taxation Negotiations 


It is hoped by the Treasury that 
negotiations with India for a double 
taxation agreement will be reopened 
shortly. When convenient to the 
Pakistan authorities negotiations for an 
agreement are to be opened with them. 

It is understood that negotiations 
with France are completed and that an 
agreement is to be signed and published 
shortly. 


Royal Commission on Taxation 


Lord Justice Cohen has been ap- 
pointed chairman of the Royal Com- 
mission on Taxation. It is expected 
that the names of the other members, 
and the terms of reference, will be 
announced soon. Lord Justice Cohen 
was chairman of the Cohen Committee 
on Company Law Amendment (1943-5) 
whose report led to the Companies 


Act, 1948. He has been a Lord 
Justice of Appeal since 1946. 
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Recent Tax Cases 


By W. B. COWCHER, o.B.z., B.trrr., Barrister-at-Law 


Excess profits tax—Avoidance or reduction of 
liability—Cinema owned by company—Carried on 
at loss—Standard £3,000 being 10 per cent. on 
cost £30,000—Lease of cinema to another and 
independent company—Second company a “‘ one- 
man” company—Acquisition of shares in first 
company by second company and its owner— 
Surrender of lease to first company—Claim for 
standard— Whether main benefit to be expected 
was avoidance or reduction of liability to excess 
profits tax, Finance (No. 2) Act, 1939, Se tions 
12 (4), 16 (3)—Finance Act, 1941, Section 35— 
Finance Act, 1944, Section 33 (3). 


Majestic (Derby), Ltd. and Star 
Cinemas (London), Ltd. (Ch., June 13, 
1950, T.R. 181), was a case in which the basic 
facts were those in the heading to this note. 
The Special Commissioners had decided 
that the transaction whereby a lease was 
surrendered to the company owning the 
freehold of a cinema was one where the main 
benefit to be expected from it was avoidance 
or reduction of liability to excess profits tax 
and, so, caught by Section 33 (3) of the 
Finance Act, 1944. Romer, J., after analys- 
ing the facts of the case and the various 
arguments put forward, held that the Special 
Commissioners’ decision was correct. Each 
of these cases depends upon its own special 
facts. Here the dominant fact was that the 
shares in the company owning the freehold 
had, subsequent to the lease, been acquired 
by the same interest as possessed those of 
the lessee company. 


Income tax—Service agreement—Remuneration to 
be paid “* without any deduction and taxes which 
will be borne by the association’’— Whether 
stipulation enforceable—Income Tax Act, 1918, 
General Rule 23 (2). 


Jaworski v. Institution of Polish 
Engineers in Great Britain, Ltd. 
(K.B., May 5, 1950, T.R. 185), was a 
private action of considerable public in- 
terest. In January, 1943, plaintiff, a Pole, 
entered the service of the defendant 
Institution and it was agreed that he should 
be paid certain sums per month “ without 
any deductions and taxes which will be 
borne by the association.” 

At that time, according to the report of the 
judgment, plaintiff was not “liable” to 
United Kingdom income tax ; but it is not 
clear whether “ liable ” should read “‘ sub- 
ject.” In May, 1946, he became “‘ subject ” 
to tax and defendant deducted tax from 
his salary. Plaintiff, therefore, brought an 
action to recover the amounts deducted, 
and defendant pleaded that the provision 
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in the service agreement for non-deduction 
was void under General Rule 23 (2) of 
Income Tax Act, 1918, which provides that: 
“* Every agreement for payment of interest, 
rent or other annual payment in full 
without allowing any such deduction shall be 
void.” (This rule only invalidates the tax-free 
stipulation in the agreement, Booth v. Booth 
(1922, 1 K.B. 66)). Finnemore, J., after 
considering the various authorities, held 
that Rule 23 (2) does apply to salaries and 
found for the defendant. 

It is, in the writer’s opinion, very unfor- 
tunate that the Revenue was not represented 
in a case of such general importance. The 
judge quoted from Simon’s Income Tax that 
Rule 23 (2) had been held to apply to 
an agreement for payment of salaries, the 
authority for which, as he mentioned, being 
given as In re Liverpool School for the Indigent 
Blind (1898, 2 Ch. 669). That case was, how- 
ever, of special character. By a special Act of 
1829, which was to be deemed a Public Act, 
the school had to have a chaplain who was 
to be paid “a sum not less than £300 nor 
exceeding £500 of lawful English money 
without any deductions or abatement for 
taxes or otherwise howsoever.”’ There was, 
however, no income tax existing at the time 
or until 1842, and Byrne, J., having held 
that the chaplain’s office was one to which 
the deduction rule contained in the Sixth Rule of 
Schedule E, Income Tax Act, 1842, applied, 
held, further, that the said rule imposed 
upon the trustees a statutory duty to deduct 
tax “‘ that is imposed upon them by an Act 
of Parliament and they cannot refuse to 
do it.” 


There was no reference in his judgment 
to the statutory prohibition contained in 
Section 103 of the 1842 Act, the precursor 
of Rule 23 (2), and the case has apparently 
no relevance in any consideration of the 
latter rule. 


The transfer of employments previously 
charged under Schedule D to Schedule E by 
Section 18 of the Finance Act, 1922, not 
having brought them within the categories 
of public offices and public employments, 
the employment of the plaintiff was not of 
a kind to which deduction at the source 
applied prior to the legislation of 1940, 
1943 and 1944. As a consequence, prior to 
the passing of the P.A.Y.E. Acts, there was, 
subject to the limited effect of Section 11 of 
the Finance Act, 1940, no right of the 
employer to deduct tax and nothing what- 
ever to prevent him agreeing to pay upon 
behalf of the employee any tax charged 


upon the latter. Further light upon the 
point at issue would seem to be afforded by 
North British Railway Co. v. Scott ( 1922, 
8 T.C. 332, (1923) A.C. 37). In 1860 the 
assessment of railways under Schedule p 
and of railway offices and employments 
under Schedule E was transferred to the 
Special Commissioners. By Section 6 of the 
Income Tax Act, 1860, represented by a rule 
unrepealed but now in abeyance, viz, 
Rule 7 of Schedule E, the assessment under 
Schedule E was to be levied on and 
collected from the railway company : 
and it shall be lawful for the company . . . to 
deduct and retain out of the fees, emoluments 
or salary of each such officer or person the 
duty charged. 

In the case referred to, the company was 
under contract with its officers not to exercise 
its statutory right of deduction of tax, and 
the question which went to the House of 
Lords was not whether the agreements were 
void under Rule 23 (2) but as to the 
amount of the Schedule E liability resultant 
from the stipulation. In his judgment, the 
Lord President of the Court of Session, 
referring to the above passage from 
Section 6, said : 

This leaves the railway company free to 
pay the officer’s or employee’s salary after 
deduction of tax or free from income tax 
exactly as it pleases ; 

but if salaries are “‘ annual payments” 

within Rule 23 (2) he might have added : 
but it must not agree to pay them free from 
income tax because of the statutory prohibi- 
tion of such an agreement. 

and the Revenue would then have had 

cause to be satisfied with the position. 

The fact that up to the passing of the 
Companies Act, 1947, Section 34 of which 
is represented by Section 189 of the Com- 
panies Act, 1948, a contract for paying a 
salary tax-free was not regarded as coming 
within Rule 23 (2) is common knowledge 
and is clearly shown in the latter section. 
Whilst subsection 189 (2) is in effect the 
same as the Rule, subsection 189 (3) does 
not apply the section to “ remuneration 
due before the commencement of this Act 
or in respect of a period before the com- 
mencement of this Act.” What is more, 
despite the recommendation in para. 88 of 
the Cohen Report, Section 189 only applies 
to directors and does not apply to others. 


‘ 


Profits tax—Business of taxi-cab proprietor— 
Licensed cabs let out to drivers—Whether a 
statutory undertaker exempt from profits tax— 
Finance Act, 1937, Section 19. 

In London General Cab Company, 
Ltd. v. C.I.R. (Ch., July 13, 1950, 
T.R. 265) it was claimed that the conditions 
of a statutory exemption were fulfilled in 
the case of a business obviously different 
from those intended to be exempted. The 
appellant was a company owning taxi-cabs 
which it let out to the drivers upon the 
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ysual terms, the owner providing the 
licensed cab, repairing, insuring and 
garaging it and taking two-thirds of the 
recorded ordinary fares, the driver taking 
one-third and also retaining all “ extras’ 
and, of course, his tips. By Section 19 (5) of 
Finance Act, 1937, the Act imposing what 
js now called the profits tax, certain 
businesses were exempted including, inéer 
alia, ““ any trade or business carried on by 
statutory undertakers and consisting wholly or 
mainly ... of... the carriage of pas- 
sengers by road,” whilst the definition of 
“statutory undertakers ” contained in the 
same sub-Section includes any person 
authorised to carry on such a_ business 
“who is precluded by or by virtue of any 
enactment from charging any higher price 
for those services than that authorised. . . .” 
The General Commissioners had held 
that the exemption did not apply and 
Vaisey, J., upheld their decision. The 
essence of the decision was that the relation 
between the company and the drivers was 
neither that of master and servant nor that 
of principal and agent. Consequently, the 
company, as such, was not “ rendering a 
service.” The legal position proved to be 
extremely interesting ; and this fact was 
pointed out by the judge : 
this being one of those cases in which a quite 
simple, ordinary, everyday relationship, con- 
tractual or quasi-contractual, is found on 
examination to be, from the legal point of 
view, of an extremely complicated, and in 
some respects ambiguous, character. 


One of the curious features to which the 
judge’s attention was drawn is that, 
legally, it is not the driver who plies for hire 
but the cab. In the case of Smith v. General 
Motor Cab Co., Lid. (1911, A.C. 188) the 
House of Lords held that the decision of the 
County Court judge, who found that a 
similar relation between owner and driver 
was that of bailor and bailee and not that 
of master and servant, was a finding of fact 
supported by evidence which could not be 
set aside. It was this case which was the 
basis of the Commissioners’ decision. 

In view of the fact that some of the earlier 
decisions are difficult of reconciliation the 
case may be carried further. 

Except for the fact that this case con- 
cerned a company, the principle involved 
was the same as that in Cooksey and Bibby v. 
Rednall (1949, 30 T.C. 314), noted in our 
issue of July, 1949 .(page 185), a case 
apparently decided after the Commissioners’ 
decision. It must not, however, be deduced 
from these cases that, although original 
intention is of prime importance, assets 
originally acquired as investments cannot 
possibly become stock-in-trade. An indi- 
vidual or firm is, of course, unrestricted as 
to business activities save in special cases ; 
but a company can only do what it is 
authorised to do by its memorandum. The 


case under consideration is an illustration 
of the principle that the character of a 
transaction is not to be determined by what 
a company is empowered to do but by 
reference to the actual facts. And in normal 
cases, as here, proved primary intention 
may be decisive. 


Sur-tax— Trust deed—Scheme whereby manager 
to acquire from owner the shares of a company— 
Shares to constitute a pool and manager to 
acquire some of the same in accordance with deeds 
and also to have rights to acquire further shares— 
Dividends on shares to be divided between owner 
and trustees in stated proportions—Trustees’ 
dividends to be applied in purchasing interests in 
pool at stated price and latter to be held in trust 
Sor appellant— Whether dividends so applied are 
income of appellant. 

Curtis Wilson v. C.I.R. (King’s Re- 
membrancer, June 20, 1950, T.R. 189) was a 
case with which it is impossible to deal 
adequately until the full report is received. 
In substance, it would seem to relate to a 
complicated scheme whereby the owner of 
the shares in “ Brighton Herald, Ltd. ” was 
to sell out to the manager and in such a way 
that the latter would not be liable to sur-tax 
in respect of the growth of his interest 
represented by the application of dividends. 
The Special Commissioners had held that 
sur-tax applied ; and Romer, J., upheld 
their decision. In substance, the decision 
was that the amounts paid to the owner 
were “instalments of capital paid on the 
total purchase price which he was to re- 
ceive” whilst, although the share of 
dividends applied by the trustees for the 
purchase of “ interests” in the pool shares 
were not appellant’s income gua dividends, 
they were, none the less, his income as 
**money’s worth” in that he had rights 
of absolute ownership in the “ interests ”’ 
and could sell or charge them without 
regard to the interests of anyone else. 


E.P.T.—Standard profit—Brewers—(1) Acqui- 
sition of public houses from maltster, ten “‘ tied,” 
two managed ; (2) Acquisition from same vendor 
of malthouse and two public houses, one “‘ tied,” 
one managed ; (3) Purchase from another brewer 
of brewery and ten public houses, nine “‘ tied,”” one 
managed— Whether in (1) and (2) transfers of 
part of a business within Finance (No. 2) Act, 
1939, Section 16 (5)—Whether in (3) an 
amalgamation within Section 16 (4) of same Act. 

C.1.R. v. Fredk. Smith, Ltd. (C.A., 
July 5, 1950, T.R. 233), was noted in our 
issue of February last. The Special Com- 
missioners had held that in the sales of public 
houses let to “ tied” tenants there was no 
transfer of a part of a business within 
Section 16 (5) of Finance (No. 2) Act, 1939, 
but that there was such a transfer in the case 
of the managed houses. As regards the 
third transaction, they had held that there 


was an amalgamation within Section 16 (4) 
of the Act. Croom-Johnson, J., had 
approved their decision as regards the 
“tied” houses and as regards the third 
transaction, but had reversed their decision 
in regard to the managed houses, and it 
was suggested in the note on the case that 
this seemed to be very near to the reversal 
of a finding of fact supported by some 
evidence. The Court of Appeal affirmed the 
decisions of the Special Commissioners on 
all points, reversing the decision of Croom- 
Johnson, J., as regards the managed houses 
for the reasons suggested. The Crown’s 
request for leave to appeal to the Lords was 
refused ; but as the question is an important 
one, application may still be made to the 
Appeals Committee for leave to do so. 


Excess profits tax—Income tax—Preferential 
payments in bankruptcy—Limitations of Inland 
Revenue priority—Bankruptcy Act, 1914, Section 
33—Finance Act, 1937, Fifth Schedule, Part III, 
paragraph 5—Finance (No. 2) Act, 1939, 
Section 21 (2). 

In re Pratt: ex parte C.I.R. v. 
Phillips, (K.B., Divisional Court, July 17, 
1950, T.R. 257) was a case where a trustee 
in bankruptcy had disputed the legality of 
the Revenue claims in regard to unpaid 
income tax and excess profits tax. The 
case coming before a Divisional Court, 
consisting of Romer and Harman, JJ., their 
Lordships reached conclusions which, if 
finally upheld, will mean a curtailment of 
the Revenue’s preferential rights much 
more radical than that contended for by the, 
trustee. The receiving order was made 
against the debtor on April 23, 1948, and 
he was adjudicated bankrupt on May 3. 
The Revenue proved for the following 
amounts (in round figures) : 


£ 

E.P.T. period ended Decem- 

ber 31, 1944 . - 5,000 (P) 
E.P.T. period ended Decem- 

ber 31, 1945 222 
Sur-tax, 1943-4 139 
Sur-tax, 1944-5. ey (P) 
Sur-tax, 1944-5 (additional) 704 
Income tax, Schedule D, 

1943-4... i ys 291 
Income tax, Schedule D, 

1944-5 1,156 (P) 


and claimed as preferential the amounts 
marked (P). The trustee, whilst not dis- 
puting the income tax and sur-tax claims, 
was only prepared to admit as preferential 
part of the £5,000 E.P.T., i.e., that portion 
which related to the same period as the 
other preferential claims. 

Since the case will obviously involve 
decisions at the highest level, a critical 
analysis of the legal position is not worth 
while at present. The Court held, however, 
that the Revenue’s preferential rights in 
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regard to income tax were restricted to the 
year ending upon April 5 next before the 
date of the receiving order, that is, the year 
1947-8, whilst, as regards E.P.T., it was 
limited to any tax assessable for the 
chargeable accounting period ended on 
December 31, 1947. This ruled out E.P.T. 
altogether ; and, further, the trustee’s 
concession of priority in favour of the Crown 
in respect of the income tax and sur-tax for 
the financial year 1944-5 ought not to have 
been made. 

The Court was also of opinion that 
Section 33 (1) of the Bankruptcy Act, 1914, 
only conferred priority upon debts due and 
payable at the date of the receiving order, 
despite the decision directly to the contrary 
by Eve, J., in Gowers v. Walker (1930, 
8 A.T.C. 553, 15 T.C. 165). Nevertheless, 
in the circumstances, it was not necessary 
so to decide and 

we do not wish to cast doubts upon the 

accuracy of the decision of the learned judge, 

when it is in no way necessary for our 
decision so to do. 

In other words, the opinion is obiter upon 
this point but, if held to be correct, it would 
rule out all ‘“‘ back-sweep ” assessments 
made after the receiving order. 

The case is of great importance to the 
Revenue. The Bankruptcy Act as a weapon 
in its armoury will have lost most of its 
usefulness if the decisior is substantially 
appreved in the higher Courts, and, in that 
event, as Crown preferences are contrary to 
present public opinion, it may be difficult to 
secure amending legislation. 


” Schedule D, Case I—Company carrying on 
business as beach cafe proprietors—Barrier of 
wood piles and brushwood erected to protect from 
erosion by sea—Whether cost of barrier capital 
expenditure or allowable as deduction in com- 
puting profits. 

Avon Beach and Cafe, Ltd. v. 
Stewart (Ch., July 18, 1950, T.R. 277) 
was a case where the law operated some- 
what harshly. The amount immediately 
involved was an outlay of £500 for the 
purpose set out above during the year 
ended April 18, 1948. The General Com- 
missioners had found that the expenditure 
was of a capital nature but, upon behalf of 
the company, it was argued that the defence 
measures, including other expenditure later, 
were merely the maintaining of existing 
assets. Vaisey, J., whilst thinking it rather 
hard, held that the Commissioners’ decision 
was a finding of fact, based on principles 
extremely well settled, which he had no 
power to disturb. 

The writer wonders what would have 
been the attitude of the Court had the 
expenditure in question been included in a 
maintenance claim under Rule 8 to No. V 
of Schedule A and this inclusion had been 
approved by the Commissioners. 


Schedule D, Case I—Debts owed to firm— 
Changes in partnership—‘‘ Cessation ”’ procedure 
on second change—Balance of debt taken over by 
Firm No. 3—Further change but “‘ cessation” 
procedure not applied—Debt recovered in full— 
Whether surplus over valuation taxable as trading 
receipt—Income Tax Act, 1918, Schedule D, 
Cases I and IT, Rule 11 (1) ; Finance Act, 1926, 
Section 32 (1). 

Reynolds and Gibson v. Crompton 

(C.A., July 14, 1950, T.R. 249) was noted 
on page 286 of our issue of August, 1950. 
The issue in the case can be put very briefly. 
There were three changes in the constitu- 
tion of a firm. Upon the second change 
** cessation” was claimed and firm No. 3 
was therefore regarded as having com- 
menced a new trade. Firm No. 1 was owed 
some £200,000 by a company. The debt 
was doubtful and the firm had been allowed 
a reserve of £50,000 in computing its tax 
liability. Eventually, the balance of the 
debt, as reduced by payments on account 
was paid in full to firm No. 4; and the 
Revenue having allowed £50,000 to firm 
No. 1 now claimed to bring back the £50,000 
as a trading receipt of firm No. 4. The 
Special Commissioners, whilst finding that 
neither firm No. 3 nor firm No. 4 was 
trading in book debts, held that the debt in 
question remained “collectable in the 
ordinary course of trade and its collection 
was incidental to the trade and was there- 
fore a trading receipt.” Roxburgh, J., 
basing his judgment on the distinction 
between fixed and circulating capital laid 
down by Romer, L.J., in Golden Horse Shoe 
(New), Ltd. v. Thurgood (1934, 8 T.C. 280), 
had affirmed their decision, holding that the 
debt was of the latter character and its 
payment was not an accretion to a fixed 
capital asset. In the Court of Appeal, 
Evershed, M.R., whilst thinking that there 
was much to be said for the finding of the 
Special Commissioners being regarded as a 
finding of fact; was not prepared to dissent 
from Singleton and Jenkins, L.JJ., who, in 
substance, held that in view of the “ cessa- 
tion” claim and the finding that neither 
firm No. 3 nor firm No. 4 was trading in 
book debts, the doctrine of “‘ isolated tran- 
sactions”” applied. In our previous note, 
doubt was suggested as to the applicability 
of the Golden Horse Shoe judgment ; and, 
whilst neither of the two judges found any 
guidance there, Jenkins, L.J., said : 


I do not think the importation into the case 
of the somewhat debatable distinction 
between fixed and circulating capital really 
contributes anything to the solution of the 
question in issue, 


and showed why this was the case. 

In both Courts there was complaint as to 
the paucity of the facts found by the Special 
Commissioners ; but neither side wanted 
the case remitted, and, in the event of the 


House of Lords being willing to tke the 
case as drawn, their decision should be the 
more valuable on that account as a laying 
down of a general principle and as q 
decision not dependent upon specia! facts, 
The issue is one of considerable importance 
to the Revenue. 


Estate duty—Domicile of testator—Change of 
father’s domicil during infancy with resultant 
change in own domicil—Business founded by 
testator in Dominica—Rest of life, with brief 
intervals, spent there—Whether foreign domicil 
of choice acquired—Finance Act, 1936, Section 24. 

Midland Bank Executor and Trus- 
tee Company, Ltd. v. C.I.R. and 
Others (Ch., August 1, 1950, T.R. 289) 
arose in connection with the estate of one 
George McNaught Lockie, who died in the 
Dominican Republic in 1945. His father 
had a Scottish domicil of origin but at the 
time of testator’s birth was in business in 
Burma. There the testator was born in 
1871. His father returned to Enlgand a few 
years later, settled there, and “it was 
probable that he acquired an English 
domicil.” Until he was 21 the testator’s 
domicil would follow that of his father and 
so up to that time he would have a Scottish 
domicil of origin and “ probably” an 
English domicil of choice. (As regards these 
alternatives, it has to be borne in mind that 
it is much easier to displace a domicil of 
choice than a domicil of origin.) 

In 1904 testator married an English lady 
and went into business in England as a rice 
broker. He bought a house in England for 
his wife ; and the property was conveyed 
to her. In 1921, he went to the Dominican 
Republic, founded a business there and, 
except for occasional visits to England, 
remained there for the rest of his life. The 
question to be determined was whether at 
the time of his death in 1945 he had acquired 
a domicil of choice in the Dominican 
Republic. To bring about a change of 
domicil two factors are necessary, residence 
and the animus manendi. The period of 
residence is relatively unimportant ; but it 
is far otherwise with the second factor, and 
the question had to be determined whether 
the testator had made the Dominican 
Republic his permanent home with the 
intention of residing there indefinitely. 
Amongst the relevant but somewhat dis- 
cordant evidence of testator’s intention 
there was one fact which Vaisey, J., 
declared to be very important. In 1945, the 
year of his death, the testator had a library 
built, for him to house his books, for which 
he paid; and “ that,” said his lordship, 
“looks to me something which is really 
definite—an indication of a permanent 
intention to end his days ” in the Dominican 
Republic. He, therefore, found that he had 
acquired a domicil of choice there. 
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The Student’s Tax Columns 


BUSINESS ASSESSMENTS 


The normal basis of assessment is on the profits of the 
accounting year ended in the preceding year of assessment. 
The rules applied where there is a change of date will be 
dealt with in another article. 


NEW BUSINESSES 
UNTIL A BUSINESS IS FIRMLY ESTABLISHED WITH A FULL 
preceding year’s accounts, it is obviously necessary to have 
a special set of rules. These are : 

(1) The first assessment is on the profits from the date of 
commencement to the following April 5, i.e., on the actual 
profits of the year of assessment. This may mean splitting 
one or more accounts. Any apportionments are on a 
“time ” basis, according to the number of months and 
fractions of months involved. 

Illustrations. (a) Business A was started on November 1, 
1948, and made up its accounts to October 31, 1949, 
showing a profit of £900. 

(6) Business B was started on May 1, 1948, and made up 
its first accounts for the eight months to December 31, 1948, 
profit £1,600, and the second accounts to December 31, 
1949, profit £2,000. 

First assessments—1948/49 : 

(2) November 1, 1948, to April 5, 1949 


st x £900 = £387 
(d) dea 1, 1948, to April 5, 1949 
£1,600 vo 3! x £2,000 = £2,128 


(Fractions of weed are sometimes ignored where they 
make little difference, but that is a matter of convenience 
in administration. In examination work it is better to be 
precise. ) 

(2) The second assessment is on the profits of one year 
from the date of commencement of the business. Again, it 
may be necessary to “ split *” accounts. 

Continuing the above illustrations, we get : 

1949/50 assessments : 

(a2) November 1, 1948, to October 31, 1949 

(6) May 1, 1948, to April 30, 1949 


£1,600 + Ay £2,000 
12 


£900 


£2,267 


(There may be a claim to change this—see (5) below.) 

(3) The third assessment will be on the profits of the 
previous year. 

On the above figures this would give these results : 

1950/51 assessments : 

(2) Year to October 31, 1949 

(6) Year to December 31, 1949 


(4) Thereafter the assessments will continue on the 
“ preceding year ” basis. 


£900 
£2,000 


(5) It will be seen clearly in the case of business A that 
the first accounts have given the basic figures for the first 
three assessments. This could be a grave hardship where 
the profits of the first year were not maintained. Accord- 
ingly a relief is provided whereby the taxpayer can claim to 
have the assessments of the second and third years adjusted 
to the actual profits of those fiscal years, found by “ split- 
ting ’” accounts on a “‘ time”’ basis. There are no similar 
claims after the third year. 

The claim must be made within two years after the end 
of the second year of assessment. If the second accounts 
show a “‘ drop ”’ in profits, such a claim will usually be made 
right away. When the third accounts are ready, however, 
it is sometimes seen that “ actual ”’ for both years does not 
“‘ pay ” in terms of tax. The Acts allow the taxpayer to 
meet this by revoking his claim and reverting to the original 
assessments. 


Continuing our examples : 

(a2) Business A made up further accounts, giving the 
following figures :— 

Year to October 31, 1950 

Year to October 31, 1951 


Normal assessments : 
1948/49. As in (1) above .. ‘4 - £387 


1949/50. As in (2) above . £900 
1950/51. Preceding year (to December 31, ; 

1949) +» £900 
1951/52. Preceding year bie »  3Gee 
1952/53. Preceding year .. pia .. £1,200 


If a claim is made, the second and third assessments 
become : 
1949/50. Year to April 5, 1950 : 
65 
fx £900 + SF x £600 = £77 
1950/51. Year to yer 5, 1951: 


Sx x £600 +38 st x £1,200 = £859 
I2 


The claim therefore “‘ pays” for both years. 

(It will be seen later that when capital allowances are 
taken into account the position will be different, but that 
is a complication that will be explained later.) 

(6) Suppose business B finds itself in the year to December 
31, 1950, with a profit reduced to £1,800, and to December 
31, 1951, with £3,200. 

Normal assessments : 


1948/49. As in (7) £1,128 
1949/50. As in (2) £2,267 
1950/51. Preceding year .. £2,000 
1951/52. Preceding year . £1,800 
1952/53. Preceding year .. £2,100 
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a claim would give these figures : 
85 
1949/50 — x £2,000 en sé x £1,800 = £1,947 


1950/51 - —_ tx £1,800 = 7 xX £3,200 = £2,169 


With no ek of capital allowances and no 
changed rate of tax, we see that the total assessments of the 
two years are : 


1949/50. Old £2,267 New £1,947 
1950/51. Old £2,000 New £2,169 
£4,267 £4,116 


Though one goes up, the other is down enough to make 
it “‘ pay ” to claim. 

If rates of tax change and there is an increase in one year 
and a reduction in the other it may be necessary to work 
out the effect in terms of tax. 

In the case of an individual taxpayer, the effect on 
surtax is also a factor to be considered, having regard to 
the other income. 


(6) A final simpler illustration may help : 
Business commenced April 6, 1948. 
Accounts to : 


April 5, 1949 Case (a2) £1,000 Case (b) £1,000 


April 5, 1950 £1,500 £800 
April 5, 1951 £700 £1,300 

a7 (a) ae ct (6) —, 

Original Onclaim Original On claim 

Assessments 1948/9 £1,000 £1,000 £1,000 £1,000 
1949/50 £1,000 £1,500 £1,000 £800 

1950/1 £1,500 £700 £800 {£1,300 

1951/2 £700 £700 £1,300 £1,300 


A claim would obviously be made in case (a) but not in 
case (6) (subject always to the effect of capital allowances). 


DISCONTINUED BUSINESSES 
Here again special rules are necessary, this time to protect 
the Revenue. The assessment for the year of assessment in 
which the business is discontinued is on the actual profits 
from April 6 in that year to the date of discontinuance. 

The assessment for the year prior to that in which the 
discontinuance occurs (the penultimate year) will have been 
based on the normal “ preceding year ”’ basis. If the actual 
profits of the fiscal year, found by splitting accounts to fit 
that year, exceed the normal assessment, the Revenue may 
(and do) increase the assessment to the actual profits. 

Illustrations (old businesses ending) : 


Business A 
Profit of year : 
To December 31, 1948 . £1,000 
To December 31, 1949 . £800 
Period to August 15, 1950 (cessation date) £270 
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Assessments : 


1949/50 
Previous Year’s profits .. 


Actual Profits 83 x £800 + st x £270 
12 7 


Original stands .. £1,000 
1950/51 
4% 
x £270 6 
74 £15 
Business B 


Profits of Year : 


To December 31, 1948 
To December 31, 1949 


Period to August 15, 1950 (cessation date) £900 
Assessments : 

1949/50 

Previous Year’s profits .. £1,000 

Actual Profits 83 x £1,200 + _ x £900 £1,263 

12 7 

Amended assessment £1,263 
ac 5! 

4 

x £900 o* és ie He ee 20 
+ £5 


CHANGES IN OWNERSHIP 
Where a business changes hands, assessments must be made 
as follows : 


(a) If the change is in a partnership where at least one 
person, who was engaged in it before the change continues 
to be engaged in it (as a sole trader or partner), the assess- 
ments continue to be based on the ordinary preceding year 
rules. 

This would apply where a sole trader A assumed B and C 
as partners ; or where A and B in partnership assumed C 
as a partner ; or A and B were in partnership and A died 
or retired, etc. 

But if all the persons who were engaged in the business 
before the change join with all those engaged after the 
change in giving written notice to the Inspector of Taxes 
not later than the anniversary of the change, they may have 
the business assessed as if it had been discontinued and a 
new one commenced on the date of the change. 

(6) In any other case of a change of ownership, the 
business must be assessed as if it were discontinued and a 
new one started. 

This will apply where a partnership change occurs so that 
there is nobody common to the old and new partnerships, or 
where a sole trader or a partnership sells the business to a 
company (even if the sellers are the only shareholders), or 
where one person or company sells to another person or 
company. 

A change in the ownership of shares in a company does 
not effect a change of ownership of the business; the 
company still owns the business. 

Further consideration will be given to successions in 
another article. 
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The Month 


Conflicting Influences 


Ir ONE LOOKED MERELY AT THE LEADING 
stock market indices one could be excused 
for supposing that very little of interest to 
the investor had occurred during the past 
month. Both the daily fluctuations and the 
net change on the period in the principal 
items have been a mere fraction of 1 per 
cent. Actually this is due neither to lack 
of events nor to apathy on the part of the 
investor. He remains, if not quite as active 
as last month, at least very much on the 
alert. The number of enquiries is large and 
the amount of business, at least from 
individuals, substantial. The net effect on 
prices has been considerable, but not always 
in the same direction either from day to day 
or from market to market. Compared with 
the position on October 25, the changes in 
the three most interesting indices of the 
Financial Times up to November 21 were : 
Government securities from 108.94 to 
108.42, industrial equities from 117.4 to 
118.1, gold mines from 112.75 to 111.58. 

Several influences have been at work. 
The slowing down of the influx of “ hot ” 
money tended to halt the rising trend of 
gilt-edged and this change was accentuated 
by the decision of the authorities, not only 
to offer conversion of the remaining slice of 
National War Bonds, 1949-51, but to place 
in addition £250 million of new Funding 
stock 1966-68 for cash. While this caused 
only a temporary halt in the flow of other 
new issues it did soak up some cash from 
the market. It also means that the stock is 
likely to be “‘ on tap ” from the departments 
for a long time to come and will thus 
exercise a restraining influence upon the 
market. 


The Post-Marshall Era 


In so far as market conditions had been 
affected by the strength of sterling, the 
effects of the halt in the foreign influence 
were accentuated by the growing realisation 
that this country has probably seen the last 
Marshall Aid dollar. It is generally assumed 
that this will mean a slowing down in the 
rate of accuntulation of reserves and the 
disappearance of any hopes of further 
liberalisation of trade rather than any actual 
cuts in imports, which would add to existing 
inflation. In the middle of the month such 
effects as this were somewhat offset by the 
Gray Report, proposing for this country 
post-Marshall aid on an appreciable scale, 
but subject to conditions aimed to bring 


in the City 


about the convertibility of sterling and the 
disappearance of discriminatory trade prac- 
tices, which have since the end of the war 
been objectives of American policy. It is 
certainly too early to weigh up the possible 
results of these proposals and so far they 
have probably had little effect on investment 
policy. However, it is evident, especially 
since the American election, that Europe 
—and perhaps this country in particular— 
will be expected to step up rearmament and 
possibly to take a rather larger share in 
European integration. If it can be supposed 
that we shall agree to these suggestions they 
will clearly affect the direction of the 
investment flow. 


Raw Materials 


Meanwhile, a more definitely adverse 
influence, so far as share prices are con- 
cerned, has been the resumption of large 

scale fighting in Korea and uncertainties 
over Chinese policy. The immediate effect 
of this was to push down all securities of 
companies operating in the Far East and to 
raise the prices of a number of commodities, 
mainly tin and rubber, the supply of which 
was held to be threatened by these develop- 
ments, The latter movement promises to be 
more lasting than the former. Whatever 
may be the direct effect of recent develop 

ments in the Far East upon the area, they 
seem to have had the effect of stimulating 
United States rearmament—interest in 
which had started to flag after the first 
rush—and to reinforce the policy of stock- 
piling. This movement, supervening on the 
existing state of inflation in America, is 
already tending to produce a world-wide 
inflation ; as long as that lasts we may 
expect to see all mayor commodities in short 
supply and a consequent rush to secure 
stocks while they are available. Leaving out 
foodstuffs, the shortage seems already to be 
established in all the principal metals— 
—with the possible exceptions of lead and 
silver—and in rubber, wool, cotton and 
jute. For Europe alone it is necessary to add 
coal to this impressive list, while for Great 
Britain one should also add soft timber and 
woodpulp, newsprint and some other forms 
of paper, including art paper and boards. 
This should mean a harvest for someone. 
But the British investor does not see a very 
rich return ahead, for he is not directly 
interested in many of these commodities 
and for some of the others, rubber and tin 
for instance, he fears interruption of pro- 


duction, or shortage of supplies coupled 
with price fixing. 


Private Restocking 


In view of the rise in many world prices, 
and the expectation that the movement will 
continue, it is not surprising to find plenty 
ofevidence of restocking by both individuals 
and firms in this country. Firms have 
doubtless been busy on this line ever since 
supplies became easier, but it is only recently 
that individuals have taken to buying 
clothes, furniture, furnishings and house- 
hold equipment in excess of normal quanti- 
ties. The September figures of retail trade 
provide ample evidence of these abnormal 
purchases. 

While wholesale prices showed a further 
rise of two points in the index, retail prices 
have so far been kept down, largely because 
stocks consumed have been charged at 
original instead of replacement cost. This 
has meant living on capital, but the 
expedient has kept down prices and wage 
demands. When this can no longer be done, 
the price rise is likely to be considerable and 
to extend over a period of months. It is 
doubtless an attempt to stock up at old 
prices that has produced the present buying 
wave. This is interpreted to mean that 
retail trade, and in particular the more 
expensive shop, is likely to suffer a consider- 
able setback in the not distant future. 


BOOKS RECEIVED 


NOTES FOR AuDIT STAFF. By C. H. S. Lewis, 
F.c.A. Second edition. (Gee @ Co. (Pub- 
lishers), Lid. Price 8s. 6d. net.) 


HOTELS ADMINISTRATION AND ACCOUNTS. By 
A. R. Lewis. Second edition. (Jordan @ 
Sons, Lid. Price 20s. net.) 


MECHANISING FOR CONTROL. By J. H. Burton, 
F.S.A.A. (Gee @ Co. (Publishers), Litd., 
London. Price ros. 6d. net.) 


OFFICE METHODS. Report of Conference held 
during May, 1950. (Office Management 
Association, Management House, 8, Hill Street, 
London, W.1. Price 5s. net.) 


SUPPLEMENT TO SLACK ON WAR DAMAGE. By 
G. Granville Slack, B.A., LL.M., Barrister-at- 
Law, and G. Krikorian, 8.A., Barrister-at- 
Law. (Butterworth @ Co. (Publishers), Ltd. 
Price 15s. net.) 


THE BOWATER PAPERS NO. I—1950. (The 
Bowater Paper Corporation, Limited, 9 Park 
Place, St. James’s, London, S. W.1.) 


MANAGEMENT AND THE ACCOUNTANT. A 
series of six lectures delivered to the 
London and District Society of Chartered 
Accountants. Collated by S. H. Gillett, 
m.c., F.c.A. (Gee & Co. (Publishers), Ltd. 
Price 3s. net.) 
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Points from Published Accounts 


Wanted—Some Accountancy 
Definitions 


The dearth of definitions in the Companies 
Act of 1948 is a thorn in the side of the 
accountancy profession. The sooner the 
shortage is relieved, the better. The 
accounting standards of the profession would 
thereby be raised, for it would be purblind 
not to admit that in accountancy, as in all 
professions, there are some whose sights are 
not set as high as they should be. Further, 
while many accountants and auditors are 
rightly much exercised by the often con- 
siderable influence on “ net profit” that 
results from initial allowances and deferred 
repairs expenditure, and can show their 
clients how these windfall items are pre- 
sented by many leading companies, there is 
no law with which they can back up their 
desire to follow what they may regard as an 
admirable precedent. It may, therefore, 
happen that the directors set aside the 
wishes of auditors in the form of presenta- 
tion that the accounts shall take so that, 
usually unintentionally, a misleading picture 
of the normal earnings experience is con- 
veyed to those shareholders who may be un- 
versed in the intricacies of taxation. What 
is needed is a definition of “ profit,” and, 
since company accounts are prepared for 
shareholders, they will hope that legislators 
and accountants will agree that the technical 
difficulties in the way of defining “ profit ” 
can be aligned with their requirements. 
They wish quite simply to see the net results 
of the year’s working without account taken 
of exceptional debits and credits. 


The Problem of Extraordinary Items 
in Accounts 


The accounts of John I. Thornycroft provide 
a good example of the need, referred to in 
the preceding note, for a definition of the 
word “ profit.” (We hasten to add that we 
make no imputation that in this instance 
auditors and directors were not as one : nor 
do we suggest that this company’s accounts 
are not in many respects admirable. We 
merely choose this one example from among 
many possible ones to illustrate our argu- 
ment.) In showing that the balance brought 
in from trading includes £80,400 special 
credits relating to earlier periods, and 
£184,000 approximately in respect of 
delayed settlement of contracts completed 
prior to the financial year, the accounts 
certainly satisfy the requirements of the 
Companies Act. But, like the published 
accounts of many other companies, they do 
not show the hypothetical average share- 
holder the “ normal” net profits cover for 
his dividend. The many deficiencies of the 
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Companies Act are ultimately to blame, 
but pending their removal by further 
legislation, companies would be doing the 
average uninformed shareholder a service if 
they provided him with a “ guide without 
tears’ to the true earnings cover for his 
dividend. 

In parenthesis, another criticism of the 
John I. Thornycroft’s accounts is that they do 
not give a comparative figure of special 
credits, so that shareholders cannot obtain 
a “true” comparative trading profit, let 
alone a comparative net profit. Instead of 
striking a figure categorically described as 
“ net profit,” the accounts give a “ balance 
brought down from profit and loss account.” 
This nomenclature may perhaps be regarded 
as a recognition that the extraordinary 
credit items mask the ordinary profit out- 
come—a _ difficulty which many other 
companies have also encountered. 


—and a Suggested Solution 


The solution, from the viewpoint of the 
shareholder, is surely so simple that it is a 
pity that more accountants have not 
followed their inclination in adopting it. It 
is that the profit and loss account should be 
divided into two parts. The first part would 
show the balance from trading account 
(excluding exceptional profits) and other 
normal revenue. Against this would be 
shown normal charges — depreciation, 
directors’ emoluments, provisions, etc.—and 
the profits tax and income tax directly 
applicable thereto. All abnormal debits 
and credits would be relegated to the 
appropriation account at their gross amount, 
with any taxation credit or debit applicable 
shown separately from the distributed profits 
tax on the dividends. By this method of 
treatment the shareholder would be able to 
gain a far clearer guide to the normal “ net 
profits ” cover for his dividend than he is 
usually able to obtain at present. 
Comparatively speaking, the John I. 
Thornycroft accounts are admirably pre- 
sented and up to the best accepted standards, 
and in continuing this examination of them 
it is desired merely to use them as an 
example for the furnishing of constructive 
proposals on the lines suggested in the 
preceding paragraph. Before striking the 
balance carried to appropriation, there have 
been abnormal items in the past two years. 
In the latest accounts there is included 
£9,616 for interest in respect of previous 
years, while in the previous year there was 
a credit, admittedly small, of a provision for 
deferred repairs no longer required. A year 
ago, too, there was an exceptional debit of 
£1,500 representing the cost of the increase 


in the nominal capital. These items 
together with the larger credits @lreaqdy 
mentioned, could have been relegateci to the 
suggested appropriation account, with 
advantage to shareholders. 

Much more debatable is the bes: treat. 
ment of the debit of £88,000 for United 
Kingdom taxation in respect of profits of 
two subsidiaries not consolidated—-debat. 
able because these subsidiaries are located 
in South America and have not remitted 
dividends to the parent. They have earned 
profits substantially in excess of the dividends 
recommended, however, and it is only the 
anachronistic taxation of unremitted and un- 
remittable profits of some foreign subsidiaries 
of British companies which deters us from 
suggesting that this £88,000 debit should he 
regarded as a reserve rather than a pro- 
vision. 

Another feature of these particular 
accounts is that the balance carried to 
appropriation account is sub-divided to 
show the part attributable to the parent and 
the part attributable to the subsidiaries, 
Given the presentation of both parent and 
group accounts this sub-division, welcome 
though it will be to shareholders because of 
its great significance, would have been un- 
necessary. There have been several cases 
in recent months where shareholders could 
have wished for the presentation of both 
parent and group profit and loss accounts. 
In particular, information as to the earning 
capacity (as well as the book asset values) 
of the “ hived-off” assets of companies 
subject to, or threatened with, nationalisa- 
tion would be valuable for shareholders. 
But that is another subject. 


Accounting for the Black/Lord 
Bonuses 


It is of interest to record how Standard 
Motors has dealt with the issue of 100,000 55. 
Ordinary shares to Sir John Black. It will 
be remembered that this issue and another 
like it aroused official criticism and were 
partly the cause of the retroactive provisions 
of Section 26 of the last Finance Act. 
From general reserve the company deducts 
£86,250, representing “‘ value of the con- 
sideration for the restrictive covenant 
entered into with the managing director,” 
and £61,250, being the excess over the 
nominal value of the shares issued (added to 
the capital item) has been put to share . 
premium account. 

There are no such complications in 
respect of the Austin Motor payments to Mr. 
L. P. Lord. He was voted a payment of 
£25,000, and allotted Ordinary shares of a 
nominal amount of £20,000 (to-day worth 
well over five times that sum). ‘‘ The total 
consideration of £45,000,” says the direc- 
tors’ report, “ is written off in the profit and 
loss account.” 
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4 Good Example 

Many companies have acknowledged the 
illusory benefit of the tax relief of initial 
allowances by creating specific reserves to 
ofset them. Sometimes, however, the 
appropriations take into account allowances 


relating partly to previous years, so that it is 
not possible to arrive at a figure of “‘ normal ”’ 
taxation against the profits of the year. An 
exception is Fras. Hinde and Sons, which 
shows a transfer of £19,500 to reserve for 
future taxation, “being net benefits of 


Publications 


THE MONTHLY STATEMENT AS A MANAGEMENT 
root. By David Solomons, B.cOM., A.C.A. 
(Industrial and Commercial Finance Corporation, 
London. Price 2s. 6d. net.) 

This booklet has been written for the 
Industrial and Commercial Finance Corporation 
by the Reader in Accounting at the London 
School of Economics in the University of 
London. Its cost covers printing charges 
only. 

It represents a brief and practical account 
of the construction and use of short period 
financial statements as an aid to manage- 
ment in small and medium-sized businesses. 
It is well indexed, and succeeds, by elimina- 
tion of “‘ padding,” in bringing into small 
compass most of the salient facts which 
should appear in a monthly statement. 
Although it contains little which is novel, 
the hints it gives will serve as a continual 
reminder, and- will prove particularly 
helpful to managements seeking further 
capital, 

The monthly statement is considered 
separately for four groups : 

Retail merchants. 

Wholesale merchants. 
Manufacturers making for stock. 
Jobbing manufacturers. 

Further sub-division, as applicable, is 

then made into the following : 
Statement of orders on hand. 
Revenue statement. 
Statement of working capital. 
Statement of source and application of 
funds. 
Cash budget. 
Personnel statement. 
Operating and financial ratios. 

It is pointed out that where monthly 
statements are not yet in operation, progress 
should be by easy stages. As the booklet is 
intended for small and medium-sized 
businesses, care is taken by the author to 
avoid advocating ambitious systems. 

The reviewer feels that in this and other 
publications more attention of the sales 
personnel, whether directors or other high- 
level salesmen, should be focused on financial 
statements, particularly on sales budgets, 


and that their interest in such figures should 
not be allowed to flag. Far too often their 
sole concern is with what orders obtained 
mean to them in commission and salary, 
with no thought of the effect of their sales 
efforts upon the future of the business. 
Consequently, their interest in the financial 
side of the business, apart from the article 
they arc selling, needs to be continually 
stimulated. 

The booklet recommends the preparation 
of 28-day statements. This conflicts with 
the view held by many accountants, who 
still consider monthly statements as more 
satisfactory. 

The writer of this little volume concludes 
by pointing out that a budget is most 
necessary when the future is highly un- 
certain, and that the business most subject 
to hazards is the one which will find a 
budget most valuable—and most difficult 
to operate. D. S. 


ADVANCED ACCOUNTING. By R. K. Yorston, 
E B. Smythe and S. R. Brown. Second 


edition. (Law Book Co. of Australasia, Lid., 
Sydney; Gee @G Co. (Publishers), Lid., 
London. Three volumes. Price: Vol. I, 35s. ; 


Vols. II and III, 25s. each.) 

That a second edition of this work is called 
for less than two years after the first is 
indicative of the professional appreciation 
of the merit of the text. The book now 
extends to three volumes instead of two. 
The subject-matter has been rearranged 
and new material, in particular on valuation 
accounting, has been added. 

The first chapter deals with accounting 
theory and sets down what are called 
** accounting conventions.” That is to say, 
it reduces to simple terms certain funda- 
mental ideas underlying the generally 
accepted accounting doctrines. The pity is 
that this happy departure is not more 
extensively adopted in the accounting 
literature. 

Thus stimulated, one expects to find in the 
chapters on company reorganisation a 
useful contribution to the real problems 
underlying reconstruction and the adjust- 


initial allowances since their inception, of 
which £5,600 relates to prior periods.”’ By 
giving this information, the company 
enables the shareholder to calculate what 
would have been the “‘ normal ” income tax 
debit. 


ment of the rights of different classes of 
shareholders, but unfortunately the authors 
confine their attention to the mechanics and 
ignore the reasons. 

In observing the convention of the 
“‘ recognition of law,” the text is based on 
the law of Australia ; this is a minor draw- 
back for the English student, but the bulk 
of the book is cosmopolitan and of real value. 
As an example there may be mentioned the 
excellent chapter on consolidated statements, 
which has only the minor fault of employing 
the columnar method for consolidation 
adjustments, instead of the more easily 
followed ledger account system. The 
reviewer welcomes the authors’ opinion 
that all profit loading on inter-company 
stock transfers should be eliminated, but 
there is no reason why, in the calculation of 
the minority interest, their share of profit 
should not be arrived at before such elimina- 
tion takes place. 

In the chapter on hire purchase the stock 
system of accounting is satisfactorily out- 
lined, but the systems employed by hire 
purchase corporations, by which much of 
this business is done, are not discussed. 

If the reader should harbour any doubts 
about the superiority of this work after 
reading the first two volumes—and it is very 
unlikely that he would—they would cer- 
tainly be dispelled by the opening chapters 
of Volume III. Here is a comprehensive 
and intelligible exposition of the theories 
and methods of depreciation, valuation of 
stock, shares and goodwill and, still more 
important, the analysis and interpretation 
of financial statements. 

It may be wondered whether seven 
chapters on statistics is not disproportionate. 
A brief chapter on graphical presentation 
might be of value, but the rest of the space 
could have been better used in extending, 
for example, the chapters on reorganisation 
schemes or design in accounts. 

Profuse illustrations, specimen accounts 
of various design and the excellence of the 
cosmopolitan material contained in each 
volume ensure for the reader his money’s 
worth. In a subsequent edition the authors 
might feel moved to allow for the differences 
in Australian law and perhaps to introduce a 
more comprehensive index and a table of 
cases cited. But, in any event, the standards 
of the book are so high that it might well 
become an up-to-date classic of accountancy 
literature. R. A. 
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Letters to the Editor 


New ‘* One-Man ’’ Companies 

Smr,—I have just been re-reading your 
“Taxation Notes” in Accountancy for 
April 1948, page 83, with reference to new 
** one-man ” companies. (No. 656) 

In that note it is suggested that it may be 
most advantageous to pay directors’ 
remuneration in the first year and none in 
the succeeding two years. 

In these circumstances it occurs to me 
that for the fourth and fifth years of assess- 
ment, i.e. 1948-49 and 1949-50, the 
company will be assessed on the full profits 
for the years to June 5, 1947, and 1948, 
while at the same time the directors will be 
assessed under P.A.Y.E. on their actual 
remuneration for the years 1948-49 and 
1949-50. 

Accordingly it would appear that in 
total over the five years the assessments 
would be the same as if directors’ remunera- 
tion had been charged in each year. 

Further the directors may be adversely 
affected as regards personal allowances and 
possible sur-tax in the last two years. 


Yours faithfully, 
L. CoorLanpb, A.S.A.A. 


London, E.13. 
October 31, 1950. 


[The situation is, we think, as set out in this 
letter. Everything depends upon the figures of 
the actual case, the rates of tax, the sur-tax 
position and other similar factors. The word 
“may ” in the second paragraph of the letter 
is the operative word and our note took certain 
assumed facts in which “ it may seem that the 
most attractive method will be ” for payment of 
directors’ remuneration to be concentrated in 
the first of the three years.—Eprror.] 


Interest on Special Contribution 


Sm,—We have recently been in corres- 
pondence with the Special Commissioners 
of Income Tax in connection with a demand 
for interest on Special Contribution under 
the provisions of Section 54 (3), Finance 
Act, 1948, and in a letter dated October 7, 
the Special Commissioners have stated that 
the provisions of this sub-Section are 
mandatory and that no discretion is given 
to the Commissioners to waive the charges 
in individual cases. They then write as 
follows : 


The reason for this automatic charge of 
interest in every case where contributions 
remained unpaid at January 1, 1949, what- 
ever may have caused the delay in payment, 
is that the Special Contribution is, in effect, 
a tax payable from capital at that date: 
interest on contribution paid after this merely 
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represents reasonable compensation to the 
Exchequer for the continued possession of the 
money by the contributor beyond the due 
date. It is in no sense a penalty for the late 
payment of contribution. 


We have not previously seen these views 
expressed and think that the reasons given 
for the interest charged will be of general 
interest to the profession. 

Yours faithfully, 
A. J. Cooxe & Co., | 
Incorporated Accountants. 
London, W.1. 
October 25, 1950. 


The Presentation of Accounts 


Sir,—My attention has only just been 
drawn to your review of the fifth edition of 
my Higher Control in Management, which 
appeared in your August issue (page 290), 
signed “‘ J.J.E.” 

May I say that the fact that it is incon- 
ceivable to him that an _ experienced 
accountant would produce a profit and loss 
statement in the form illustrated on page 44, 
only shows that he is an experienced 
accountant. It does not alter the fact that 
such profit and loss accounts are still the 
type most prevalent amongst the smaller 
accounting firms who audit the figures of the 
lesser private businesses. If “ J.J.E.”? would 
care to get in touch with me personally, I 
can show him a few specimens, all of which 
have been issued within the last few 
months. 

I entirely agree that no accountant with 
an intelligent interest in his companies’ or 
his clients’ affairs would present a profit 
and loss account in that fashion. Unfor- 
tunately the fact that the form of the pre- 
sentation of the figures has any importance 
has only recently begun to be recognised. 
I have been surprised myself to find how 
very few industrial accountants that I meet 
have ever heard of Bray and Sheasby’s 
Design of Accounts, and until this aspect of 
accountancy practice is brought into 
prominence in the qualifying examinations, 
I am afraid its recognition will be a slow 
affair. 

As “ J.J.E.” recognises, I have the highest 
opinion of accountants as a professional 
body, and have done what I could in my 
work as a consultant to emphasise that the 
accountant in an industrial or commercial 
undertaking should really be the right-hand 
man, the confidential adviser, of the manag- 
ing director, since the whole community 


depends for its security upon the »rudey 
use of the money in the business. 

It is only the accountant who 
knows—or should know—what is going on, 
from his books of account. The recognition 
of this fact by the industrialist is long over. 
due, but if that recognition is to come about, 
the accountant must appreciate that, a; 
Mr. Richard A. Witty said in the preface to 
the first edition of Design of Accounts, “ The 
accountant and the industrialist use accounts 
in very different ways.” It is undoubtedly 
upon the method of presenting the results 
to the managing director that the reputation 
of the accountant as an adviser will depend, 


Yours faithfully, 
T. G. Rose. 


London, N.W.8. 
October 30, 1950. 


Deferred Repairs and Taxation 


Sir,—-I was very interested to read your 
comments upon the accounts of Watney, 
Coombe, Reid & Co., Ltd., in the October 
issue of ACCOUNTANCY. 

Some companies appear to ignore the 
effect of deferred repair expenditure on the 
tax charge, and others who do attempt to 
indicate it present rather a complicated 
picture. 

I think the matter can be very easily 
explained if one considers that in normal 
circumstances a company would have built 
up a deferred repairs reserve out of taxed 
profits. The effect of spending part of this 
reserve, say, £10,000, is a reduction in the 
tax liability of £4,500 ; but this £4,500 is 
really a refund of tax paid in previous years. 
This fact can be shown to the shareholder 
by debiting the normal tax charge, exclud- 
ing the effect of deferred repairs, as tax on 
profits for the year and bringing the £4,500 
into credit in the “ appropriation” or 
second part of the normal published profit 
and loss account as an unusual item suitably 
described. 


Yours faithfully, 
V. D. LLEWELLYN, A.S.A.A., A.T.L1 
Bromley, Kent. 


November 2, 1950. 


Private Companies and Estate Duty 


Sm,—I have recently been considering 
the various problems arising on the death of 
a majority shareholder in a private company 
with particular reference to Estate Duty, 
and the various taxes payable on profits and 
income. I am wondering if you could give 
us in AccounTANcy an article or series of 
articles dealing in a practical manner with 
this most difficult subject and examining the 
problem as to how far the founder of 4 
private limited company business which has 
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Rose, 


continuclly expanded out of profits can 
make provision out of income for the Estate 
Duty payable on his death on his sharehold- 
ing in his company. It seems to me that the 
high rates of taxation on income and Estate 
Duty make this almost impossible. 


Yours faithfully, 
“ Sam.” 
Billericay, Essex. 
November 12, 1950. 


PROBLEM 


A director, owning 25,000 shares of £1 
each, fully paid, in X, Ltd., a private 
limited company of 45,000 fully paid £1 
shares, died on August 31, 1950. The 
remainder of the shares in X, Ltd. are 
held by 3 members of the family (Messrs. 
A, B and C). Under Section 55 of the 
Finance Act, 1940, the 25,000 shares held 
by the deceased are valued on an assets 
basis and the value is agreed at £100,000. 
The only other asset of the deceased is a 
bank balance of £20,000. 

Under the deceased’s will he left his 
shares in X, Ltd. to A, B and C. After a 
few small bequests totalling £2,000 he left 
the balance of the other asset to A, B and C. 
Estate Duty payable is 50 per cent.— 
£60,000. 

As the cash resources are insufficient to 
pay the Estate Duty the pecuniary legacies 


will abate. This leaves £40,000 Estate Duty . 


to be paid out of the 25,000 shares held in 
X, Ltd. Messrs. A, B and C, to whom the 
deceased left these shares as_ specific 
bequests, are unable to pay the Estate Duty 
out of their own private resources and do 
not want the executors to be forced to dis- 
pose of some of the deceased’s shares to 
meet the £40,000 Estate Duty payable. 

(1) Are there any ways by which X, Ltd. 
could pay this Estate Duty and so enable 
the executors to transfer to A, B and C the 
25,000 shares held by the deceased ? 
X, Ltd’s. cash or liquid resources are 
£60,000. 

(2) If X, Ltd. cannot legally pay this 
Estate Duty, then what is the position if 
X, Ltd. is liquidated, and the assets sold 
toa new company formed by A, B and C in 
accordance with their shareholdings ? The 
executor would then be able to clear up the 
estate. Would the distribution by the 
liquidator of assets over and above the 
share capital attract Profits Tax and/or 
sur-tax ? 

(3) Could bonus shares be issued by X, 
Ltd. for say £45,000 making the issued 
capital £90,000, and then the capital 
reduced by £40,000 to £50,000, thus 
enabling £40,000 to be paid to the share- 
holders ? 


[The problems referred to arise out of the 
Operation of Section 55 of the Finance Act, 


1940. The results of this Section are indeed 
unfortunate in many instances but they are the 
results of legislation passed by Parliament. 
The Section is a main reason for the “‘ market- 
ing” of so many family businesses these days. 
In effect, a majority shareholder who is con- 
cerned about the effects of the Section on the 
business or his family after his death, can only 
prepare in advance by one or more of the three 
methods : 


(a) By selling sufficient shares ; 
(6) By giving away shares ; 
(c) By taking out nomination policies for 


wife and children, which will not be 


aggregated. 
If steps of this kind have not been taken, the 


survivors have no option but to “ place ” shares _ 


to find the money to meet the tax liabilities. 

Since so little can be done to overcome the 
problems produced by Section 55, we fear we 
are hardly able to publish any articles on the 
subject of direct practical utility. The contribu- 
tor who could write such articles would be able 
to make a fortune applying his ideas in practice ! 
The articles under the title “‘ Share Valuation ” 
which appeared in our issues of July and Sep- 
tember, 1950, have some bearing on the 
question and the problem is mentioned in the 
paper by Mr. H. A. R. J. Wilson entitled “‘ On 
Giving Tax Advice and Other Homely Prob- 
lems,” given at the Incorporated Accountants’ 
Course at Balliol College, Oxford, in Septem- 
ber. We hope to publish this paper in an 
early issue.—Eprtror.] 


Gifts Inter Vivos Date of Gift 


Str,-—Referring to the correspondence on 
this subject on pages 368-9 of your October 
issue, the point to be determined is, to my 
mind, the one of title. 

The date when the title passes is the date 
the gift was actually made without recourse. 
This being a legal fact, this date would be 
registered in the company’s register of 
members and is final and binding for all 
Purposes. 

Yours faithfully, 
OwEN STALLWOOD, F.S.A.A. 


London, E.C.4. 
November, 1950. 


Gifts Inter Vivos —Property Ceasing 
to Exist 


Smr,—Perhaps Mr. E. E. Spicer might be 
prevailed upon to comment on this point 
arising out of his article in your September, 
1949, issue dealing with gifts inter vivos. 

Summarising the law on the subject, he 
says, in effect, that duty is payable on the 
value of the property, other than cash, as at 
the date of death of the donor. He instancesa 
gift of a race-horse predeceasing the donor as 
not attracting duty because the “ property 
has ceased to exist.” Presumably it is of no 
consequence that the race-horse may have 
been sold for £1,000 by the original donee. 
What I should like to know is this. If a 


wealthy man in ill health was told by his 
physician that he had 18 months to two 
years to live and he spent the greater part 
of his money on chocolate, cigarettes, 
whisky and other like consumable articles 
which he presented to various friends and 
relatives to sell, would these gifts attract 
duty on his death two years later? It seems 
to me that goods such as these would cer- 
tainly be consumed within two years, and 
so Cease to exist. 

I find Mr. Spicer’s articles well written, 
entertaining and most informative, although 
in the case of Estate Duty, I am a little 
dubious of their application to Scotland. 

Yours faithfully, 
C. L. MacDOona_p, A.S.A.A. 

Edinburgh. 

October 26, 1950. 


{[Mr. Spicer sends us the following com- 
ments : 

(1) The race-horse. If the race-horse were sold 
to a third party and it died during the donor’s 
lifetime I do not think that any Estate Duty 
would be payable by the donee. 

(2) The dying man. Three points should be 
noted in connection with this question: 

(a) It is an obvious attempt to avoid Estate 
Duty, which, if done on a large scale, as 
indicated, would, I feel sure, fail. 

(6) The situation is somewhat extreme and 
could hardly happen in practice. 

(c) Chocolate, cigarettes and whisky cannot 
be bought freely. 

Ignoring the above points, the idea is that 
the dying man purchases large quantities of 
whisky, which he gives to his relatives and 
friends, with the object that they would sell the 
whisky and thus enjoy cash. 

In my opinion such a transaction would not 
constitute a genuine gift of property, and the 
plea that the whisky had been consumed 
during the donor’s lifetime would fail. 

I am, of course, assuming gifts of large 
quantities of whisky to each individual, 
exceeding in value £500. 

What exactly the attitude of the authorities 
would be in such a case, if they were in posses- 
sion of the full facts, I do not pretend to know, 
but I suggest two possibilities, as follows : 

(a) They might say it was a gift of cash and 
not of whisky, and make an assessment 
on the basis of the cost price of the 
whisky. 

(6) They might argue that one bottle of 
whisky was much the same as another of 
the same brand, and make the assess- 
ment on the basis of the price of whisky 
of that brand at the date of the donor’s 
death. 

I suggest that there is all the difference in 
the world between a race-horse which dies and 
a bottle of whisky which is consumed; the 
former cannot possibly be replaced whereas 
the latter can. 

(3) Scotch law. I trust that readers of 
Accountancy do not expect me to refer to 
Scotch law where it differs from English law— 
any more than they would expect me to deal 
with Dutch law!—sprror.] 
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Legal 


Gas nationalisation—Rights of holders of 
redeemable mortgage debentures. 

An insurance company held a document, 
called a “‘ redeemable mortgage debenture ” 
and issued by a gas undertaking which had 
been nationalised under the Gas Act, 1948. 
This document contained an agreement by 
the undertaking to repay a certain sum of 
money on a fixed date and to pay interest 
meanwhile. It also created a floating charge 
and contained several conditions that are 
normally found in debentures. The question 
arose whether this document constituted a 
liability which could be enforced against an 
area board or whether it was a “‘ security ” 
which would only entitle the holders to 
compensation in the form of Gas stock. The 
expression “securities” is defined by 
Section 74 (1) of the Act as meaning “ any 
shares, stock, debentures and debenture 
stock of a body corporate,” and also as 
including “‘ any mortgages of the body 
which were quoted in the Stock Exchange 
Official Daily List” on all six of certain 
specified dates. This particular redeemable 
mortgage debenture was not so quoted. 

Wynn Parry, J., held that the document 
in this case, Pearl Assurance Co., Ltd. 
v. West Midlands Gas Board (1950, 
2 A.E.R. 844), did constitute a “ security.” 
It was plain, prima facie, that the document 
was a debenture within the meaning of the 
first part of the definition. The insurance 
company had, however, argued that this 
first part of the definition could only apply 
to debentures which did not create a 
charge: that, if a document created a 
charge, it was a mortgage, and, as in practice 
no mortgages would be quoted on the Stock 
Exchange unless they were also debentures, 
the second part of the definition would have 
no point unless the Statute intended to 
differentiate between debentures which 
created a charge and those which did not. 
His lordship rejected this argument, holding 
that it might be that this document con- 
stituted both a debenture and a mortgage, 
but there was no reason compelling him to 
cut down the meaning of “‘ debentures ” in 
the first part of the definition. The insurance 
company were, therefore, entitled only to 
compensation. 


Criminal law—Aiding and abetting. 

A builder was convicted under Section 
7 (1) of the Building Materials and Housing 
Act, 1945, of offering a house for sale at a 
price in excess of that permitted. The price 
set out in the contract of sale was lawful but 
a further £250, not mentioned in the con- 
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Notes 


tract, had been received by the builder in 
advance. The three partners in the firm of 
solicitors which had acted for the builder on 
the sale were now charged with aiding and 
abetting him in the commission of the 
offence. 

Two of the partners had no knowledge of 
the payment of the extra £250. The third 
partner did know about it but he accepted 
the explanation given by the builder and 
formed the erroneous view that the builder 
was committing no offence. The Divisional 
Court in Johnson v. Yonden and Others 
(1950, 1. K.B. 544) decided that the first two 
were rightly acquitted by the justices but 
that the third ought to have been convicted 
In coming to this decision the Lord Chie 
Justice laid down the following principles : 

Before a person can be convicted of aiding 
and abetting the commission of an offence he 
must at least know the essential matters which 
constitute that offence. He need not actually 
know that an offence has been committed, 
because he may not know that the facts con- 
stitute an offence, and ignorance of the law is 
not a defence. If a person knows all the facts 
and is assisting another person to do certain 
things, and it turns out that the doing of those 
things constitutes an offence, the person who 
is assisting is guilty of aiding and abetting 
that offence, because to allow him to say “ I 
knew of all those facts but I did not know that 
an offence was committed” would be 
allowing him to set up ignorance of the law 
as a defence. 


It is suggested that these principles ought 
to be carefully considered by all professional 
men who are in any doubt about the effect 
in criminal law of action which they are 
assisting a client to take. 


Executors—Disposal of businesses. 

Difficult decisions frequently confront 
executors who are given the task of dealing 
with a private business left by the testator. 
In Hodges v. Smith (1950, W.N. 455), 
a testator who died in 1928 left his residuary 
estate on trust to his wife for life and there- 
after to his children. He authorised his 
executors to make arrangements for carrying 
on the business of his private company. The 
executors thought it was essential that the 
company should retain the services of S. and 
H., managers of two of the departments, and 
they made an agreement whereby the two 
men were appointed salaried directors of the 
company and were allotted certain shares. 
For many years the business prospered 
under this management but in 1947, after 
the death of the widow, the children brought 


an action claiming that the executcrs had 
committed a breach of trust in allotting the 
shares for no consideration and were liable 
to account for the value of the shares on q 
devastavit: they further said that S. had 
knowledge of the breach of trust. 
Harman, J., dismissed the claim. He 
said that when a transaction was impeached 
after a long interval the presumption should 
be that everything that was done had been 
lawfully done. By the agreement S. and H, 
were not bound to remain in the service of 
the company but they had in fact remained 
and: had treated their stay as a binding 
obligation. There was, therefore, considera- 
tion for the allotment of the shares and the 
Court would not inquire into the adequacy 
of the consideration. There was no breach 
of trust or a devastavit. Further, as this was 
a completed purchase from executors, the 
beneficiaries could not follow the assets into 
the hands of the purchasers unless they were 
implicated in a devastavit: even if there had 
been a devastavit, his lordship found that §. 
was not so implicated in it that the Court 
would upset the transaction. It was also 
impossible to restore the parties to their 
original position and for that reason too 
specific performance would not be ordered. 


Power of arbitrator to award interest. 


In Chandius v. Isbraudtsen Moller 
Co., Inc. (1950, 2 A.E.R. 618), The Court 
of Appeal held that an arbitrator has power 
to award interest on a debt or damages 
under the provisions of the Law Reform 
(Miscellaneous Provisions) Act, 1934. This 
overrules the decision of the Divisional 
Court in Podar Trading Co., Lid. v. Francois 
Tagher, Barcelona (1949, 2 A.E.R. 62). 


Liability of master for criminal acts of servant. 

Statutes and regulations have now created 
a very large number of criminal offences 
which can be committed even though the 
offender had no criminal intention. Over- 
charges made by mistake on the sale of 
goods are an example. In certain circum- 
stances a master may be criminally liable if 
his servant com mits one of these offences and 
what those circumstances are has been 
clearly restated by the Divisional Court in 
the recent case of Barker v. Nevinson 
(1950, 2 A.E.R. 825). 

L. was the agent of a company which 
owned a block of flats and he had authority 
to conduct the letting of the flats. He had in 
his employment one P., who had instruc- 
tions to let one of the flats to a Mrs. S. if P. 
was satisfied that she would make a satis- 
factory tenant. P. did let the flat to her but 
at the same time he required her to pay 4 
premium, thus offending against the abso- 
lute prohibition imposed by Section 2 (1) 
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of the Landlord and Tenant (Rent Control) 
Act, 1949- 

The prosecution alleged that L. was 
liable for the criminal act of his servant. 
The justices found that P. had no express 
authority from L. to require the payment of 
the premium and that L. did not know 
anything about it. They held that P. was 
not acting within the scope of his employ- 
ment and accordingly they dismissed the 
information. 

The Divisional Court held that the justices 
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had: adopted the right principle and had 
come to the right conclusion ; a master is 
only criminally liable for his servants’ acts 
if the servant is acting with his express 
authority or within the scope of his employ- 
ment. If P. had had a general authority to 
undertake the management and letting of 
the flats, the result might have been 
different. 

It should be noted that, if the servant is 
acting within the general scope of his 
employment, the master may be liable even 


Accountants 


A NEW DISTRICT SOCIETY 


The Incorporated Accountants’ District 
Society of Sussex was “ launched” at an 
inaugural dinner at the Royal Pavilion, 
Brighton, on October 31. 

Mr. F. V. Arnold, President of the new 
District Society, presided over a large 
gathering, which included the Mayor of 
Brighton (Alderman §S. Davey); Mr. 
Justice Donovan; Mr. A. Stuart Allen 
(President, Society of Incorporated Ac- 
countants), Mr. CC. Bercy Barrowcliff 
(Vice-President), and Mr. I. A. F. Craig 
(Secretary) ; Mr. W. Leslie Burt, F.A.1. ; 
The Hon. Arthur Howard, C.v.0., D.L., 
j.P. ; the Deputy Mayor of Hove (Alderman 
Captain H. C. Andrews) ; Mr. Howard 
Johnson, m.p.; Canon F. N. Robathan 
0.B.£. (Vicar of Brighton) ; and representa- 
tives of other professional bodies. 

Mr. Justice Donovan, proposing “ The 
Society of Incorporated Accountants and 
Auditors and the Accountancy Profession,” 
recalled various “‘ battlefields *”” upon which 
the accountancy profession and he had been 
engaged together. 

The fact that the Society had nearly 
9,000 members spread all over the globe was 
indeed a proud record, and Incorporated 
Accountants had won their way by public 
service. The Society stood for reliability 
and integrity, and so long as that motto 
was lived up to, it was bound to go from 
Strength to strength. 

The progress of the accountancy profession 
in the last 50 years was an extraordinary 
phenomenon. It was not a lawyer but an 
accountant that was called in to put a 
business on its feet. If they were looking 
for another piece of public service to add 
to their already impressive record, he would 
ask them to agitate for more information 
about national finance. The public should 


know what expenditure came out of 
capital and what out of income ; what they 
started the year with and what they ended 
it with. Ministers and the Treasury were 
not immune to criticism, and the more the 
accountants pressed these matters the more 
the public would gain the information they 
ought to have. 

Mr. A. Stuart Allen, President of the 
Society of Incorporated Accountants, in 
reply to Mr. Justice Donovan’s suggestion, 
said this was not a very opportune time 
to press for reform of the national accounts, 
because they themselves had not solved the 
problem of the real value of any asset in 
relation to'a unit of currency whose 
vagaries they could hardly keep up with 
from day to day. 

It was a pleasant thought that led the 
Sussex District Society to extend a special 
invitation to Mr. C. Percy Barrowcliff, the 
Vice-President, who had given so much 
advice and help in its formation. The 
first district society came into being as long 
ago as 1886, in Manchester, and the “ fam- 
ily ” of Branches and District Societies now 
totalled 32. That growth had occurred 
during a period of somewhat more than 
half a century, during which the Society’s 
membership had increased more than 
fivefold. But numbers alone did not in- 
dicate the full scope of the development 
that had taken place. 


Mr. Allen expressed the opinion that 
the future growth and development of the 
Society must rest largely with the district 
societies. The parent society could concern 
itself with the syllabus of the examinations 
and could adjust them to current legislation 
and the development of accounting tech- 
nique, but it was only in the districts them- 
selves that personal contact with the student 
could be maintained, to ensure that his 


though he has expressly forbidden the 
servant to do the criminal act in question. 
In Coliman v. Mills (1897, 1 O.B. 396), 
M. was the licensed occupier of a slaughter- 
house. He had ordered his foreman not to 
slaughter one beast in front of another but 
during his absence the foreman did so. The 
servant was there doing wrongfully that 
which he was left to do, that is, to slaughter 
beasts in the course of his business and 
therefore M. was held liable for the act of 
his servant. 


training should be really educative. This 
was a human problem and recent experience 
made it clear that planning at the centre 
on a large scale was not sufficient - such 
plans could not succeed unless they were 
adapted to individual requirements. An 
active students’ section was therefore es- 
sential for any progressive district society. 
Lectures, discussion groups and pre- 
examination courses were being held in 
many areas; where possible collaboration 
was also being established with the univer- 
sities ; and the Society had courses for its 
members at Oxford and Cambridge. This 
year there was also a specialised taxation 
course at Ashridge, and it was the inten- 
tion to explore the possibility of holding 
further courses devoted to particular 
subjects. 

Mr. Allen spoke of next year’s Conference 
in Dublin, and of the International Con- 
gress in London in 1952. These arrange- 
ments all had their place in an integrated 
scheme, but the early and formative stages 
were the most important. 

So it was a heavy responsibility which Mr. 
Arnold and his committee had so cheerfully 
and voluntarily undertaken. But even more, 
his sympathy went out to the hon. secretary 
(Mr. A. G. Lee, D.s.0.) because his task 
would grow beyond anything he might 
imagine. On behalf of the Council and all 
members of the Society, he expressed 
gratitude and admiration to them for the 
work they were undertaking and wished 
them success. 

The profession and the tax-paying public 
were anxiously awaiting the report of the 
Millard Tucker Committee on taxation 
of trading profits. But this was to some 
extent overshadowed by the recent an- 
nouncement of the appointment of a Royal 
Commission under the chairmanship of 
Mr. Justice Cohen. The Society would no 
doubt submit evidence to the Royal Com- 
mission, and he hoped it would be possible 
for members to convey their views to the 
District Societies and for those Societies to 
collate them and report to the parent 
Society. 

Witty speeches came from Mr. R. W. E. 
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Bunn, Borough Treasurer of Brighton and 
Vice-President of the new District Society, 
in proposing ‘‘ Our Guests ” and the Hon. 
Arthur Howard, C.v.0., D.L., J.P., in ack- 
nowledgement. 


Mr. Howard observed that the profession 
from the earliest days had set a very high 
standard and had maintained it. The pres- 
sure from all quarters for a lowering of 
standards was a menace to civilisation. 


Mr. W. Leslie Burt, F.A.1., in proposing the 
toast of the new District Society, said the 
Society were very fortunate in having Mr. 
Arnold as their first president. 


Mr. F. J. Arnold, in reply, said they 
endeavoured to promote the feeling of good 
fellowship among their members, and 
to contribute towards the administration 
of the Society by assisting the Council in the 
observance of its traditions of conduct and 
practice. They would strive to help members 
to keep abreast of modern developments. 
He hoped that members would always keep 
before them their duty to take their place 
in public service. Mr. Arnold warmly 
acknowledged the help of Mr. A. G. Lee, 
the honorary secretary. 


INCORPORATED ACCOUNTANTS 
AND NEW BUSINESSES 


Tue IncorPporRATED AccouNTANTs’ NEw- 
castle upon Tyne and District Society held 
a dinner in the Royal Station Hotel, New- 
castle, on October 13. Mr. H. S. Parkin, 
President of the District Society, was in the 
chair. The guests included: The Lord 
Mayor and Lady Mayoress of Newcastle 
(Alderman and Mrs. N. H. Chapman) ; 
The Most Hon. The Marquess of London- 
derry ; The Right Hon. Viscount Runci- 
man, O.B.E., A.F.c., and Lady Runciman ; 
Sir James Duff, tu.p., m.a. (Vice-Chancellor 
of the University of Durham); Mr. A. 
Stuart Allen, F.s.a.a. (President, Society of 
Incorporated Accountants), and Mr. I. A. F. 
Craig (Secretary) ; the Sheriff of Newcastle 
(Councillor Mrs. V. H. Grantham) ; His 
Honour Judge Richardson, 0.8.£., and Mrs. 
Richardson ; Mr. J. Charlesworth, Lu.p. 
(Chancellor of the County Palatine of 
Durham) ; and representatives of other 
professional bodies, banks, and the Inland 
Revenue. 


The Marquess of Londonderry proposed 
the toast “The City and County of New- 
castle upon Tyne.” He paid tribute to the 
hospitality of the city, which had been 
happily discovered by many an Army 
officer posted there far from home during the 
war. He could speak at great length about 
its history, traditions and beauties, but he 
would rather pay tribute to its people. 
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Things were not too happy and prosperous 
in these parts in pre-war years. 

The same courage and sense of humour 
with which the people then faced economic 
depression was apparent during the war. 
Newcastle had throughout its history shown 
an example to other towns in the country. 

The Lord Mayor of Newcastle (Alderman 
N. H. Chapman), responding, said that as 
chairman of the city’s Finance Committee 
he had some small idea of the problems of 
figures. The city’s total assets were about 
£28 million and its yearly expenditure was 
something like £6.5 million. He was, 
therefore, very glad that the Corporation 
had recourse to modern methods of 
accountancy. 

Lord Runciman proposed the toast of 
the Society of Incorporated Accountants. 
He said there was much reason to be grateful 
to accountants. Their President had said 
that where one would have had to give £1 
for something in 1900, one had now to give 
£3 10s., and even in 1938 one had to give 
£1 15s. How accountants dealt with a thing 
that changed its nature and value as fast as 
that he did not know. In a time like the 
present we did need a little clear thinking 
on the subject. To preserve the industrial 
and trading capacity of this country, 
machines, ships and equipment all had to 
be replaced. Lord Runciman gave the 
instance of a ship for which £100,000 had 
been paid in better times. That ship was 
now getting towards the stage of wearing 
out, and it would be found that the cost of 
replacement was nearer £350,000. If one 
had not in the course of a misspent life put 
by that extra £250,000 it was not going to 
be easy to replace that ship, let alone make 
improvements or think of getting anything 
better. 

Therefore it behoved them to set aside 
during the lifetime of the asset, not merely 
the cost but adequate sums to replace that 
asset and continue the business in the future. 
The income and profits taxes made it more 
and more difficult to do just that thing. It 
was so difficult that over the great range of 
industry it was not, in fact, being done. 

If profit were used for the purpose of that 
necessary replacement they would hear less 
about excessive profits made by industry 
to-day, and the country’s industry would be 
in a more honest, if not happier, position, 
He wished the Treasury would take the 

same view. 

One had to know what was true in order 
to do what was right. One of the greatest 
services which an accountant could render 
to industry and the country was to rub that 
point in. 

Mr. A. Stuart Allen (President of the 
Society of Incorporated Accountants) re- 
sponded. He paid a warm tribute to the 
vigour with which Newcastle and the 


surrounding area had fought its way out of 
the depression which had: engulfed it in the 
early part of the century ; this he described 
as a truly remarkable achievement. 

Referring to the felicitous manner jp 
which Lord Runciman had proposed the 
toast of the Society, the President com. 
mented that his own position was relatively 
unenviable. He was speaking as the repre. 
sentative of a professional body of nearly 
9,000 members whose main function was to 
examine meticulously the achievements of 
others—a task which did not foster imagina- 
tion or an ability for vivid expression. 

Accountants in reality were men with a 
wide experience of all forms of business 
activity and so were well fitted to consult 
and advise on the many difficult problems 
which were common to all businesses in 
these trying times. 

Mr. Allen went on to say that it was the 
constant endeavour of the Society to assist 
members to fulfil this role of advisers to trade 
and industry, and he referred to the series 
of Incorporated Accountants’ Courses at 
Oxford and Cambridge, which began in 
1934. The latest was held at Balliol College, 
Oxford, in September of this year. One of 
the most interesting subjects discussed at 
that course was the need to foster the growth 
of new business undertakings and_ the 
possible means of financing their develop- 
ment. The President urged that the national 
agencies which had been set up could not 
meet the needs of new enterprises in their 
earliest stages. _Local knowledge was 
essential, and this the accountant could 
supply. It should also be possible to discover 
men of goodwill in each area who might be 
willing to continue to provide the relatively 
small amounts of capital that would be 
required. He summed up by saying, “ Our 
country’s economic fields will not yield the 
full and abundant harvests of which they 
are capable solely as the result of planning 
at the national level. The skills of men’s 
brains and hands must be given full scope, 
particularly in the earliest stages—that 
surely is a lesson which emerges clearly 
from the history of our race.” 

In conclusion he expressed the Council’s 
appreciation of the work of the Newcastle 
District Society, particularly of Mr. Parkin 
and his colleagues on the committee. Mr. 
C. Percy Barrowcliff was his own friend and 
Vice-President, always encouraging new 
ideas and himself contributing more than 
his quota. Mr. Spoors had been their 
Honorary Secretary for sixteen years ; he 
was constantly developing new activities for 
the benefit of members and students, and 
was now one of their Vice-Presidents. 
Another member of the Committee was the 
former Honorary Secretary, Mr. Telfer. 

The chairman proposed the toast of 
“Our Guests,” and Sir James 
responded. 
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AN ACTUARY ON ACCOUNTANTS 
Tue INCORPORATED AccOUNTANTS’ LONDON 
and District Society held a luncheon on 
November 7. Mr. D. Mahony, F.s.a.a., the 
chairman of the District Society, presided. 
The guest speaker was Sir Andrew Rowell, 
M.A., FLA. 

In introducing Sir Andrew Rowell, Mr. 
Mahony said that he had been President of 
the Institute of Actuaries from 1946 to 1948. 
He had come from Cambridge with an 
Honours degree in mathematics, and he had 
since achieved the further academic distinc- 
tion of Master of Arts. The title of his 
address was “ An Actuary on Accountants.” 
Mr. Mahony feared that Sir Andrew might 
forecast that the spate of legislation which 
had troubled accountants in the past few 
years had cut short their expectation of life 
rather drastically ! 

Sir Andrew said that during the years he 
had had occasion to try to read and under- 
stand company accounts, he admired the 
way in which that task had been made, by 
the efforts of the accountancy profession, 
progressively lighter. Those efforts, he was 
sure, would continue, to the benefit of them 
all. Indeed, he looked forward to the time 
when there might be appended, as a matter 
of form, to all accounts, comments upon the 
state of health of each of the component 
sources of profit, followed by an estimate of 
the results for the ensuing year. This would 
be even more welcome than the figures 
nowadays given for the previous year. 

Naturally, from time to time he had 
wondered whether he would ever gain a 
true insight into the tasks of the auditor, but 
he had not got very far. Dimly it appeared 
to him as a constant struggle to persuade 
the more honest of them to reveal, and to 
compel the less honest to disclose, coupled 
with a running fight against the ramifications 
of the Companies Acts and the tortuosity of 
the tax gatherer. 

Within the field of company auditing, 
rewards appeared to him as modest: in- 
creases in fees were usually, in the catchword 
of the day, “* too late and too little ”—but at 
least he imagined bad debts are few. 
Outside that field, for the accountant who 
emigrated into commerce or industry, so far 
as he could see, “‘ the sky’s the limit.” This 
last point represented one respect in which 
the actuary was probably very envious of 
the accountancy profession. There were 
also others. 

Accountants had achieved a recognition 
by the public, a sphere of influence and a 
range of activities which actuaries, in their 
mucii smaller numbers, had as yet only 
partially attained. For instance, the man in 
the street regarded himself as uncommonly 
well-informed if he got as far as recognising 
in the actuary “ some kind of accountant,” 
a suggestion to which he, personally, had 


never yet succeeded in finding the com- 
pletely satisfactory reply! The two pro- 
fessions, obviously, had similarities and, 
necessarily, differences. 


PROFESSIONAL TRAINING——-AND ITS DANGERS 


The entrants to both professions were faced, 
continued Sir Andrew, in varying degrees, 
with an initial period of tuition and exami- 
nation, in the course of which they acquired 
the basic weapons of their crafts. The merits 
of this intellectual discipline were great, 
but so, unfortunately, were the inherent 
dangers of the application of these especially 
formative years to too intensive professional 
study—particularly so, perhaps, in the case 
of his own profession, where they had not 
yet succeeded in bringing the average time 
taken to qualify materially below ten years. 
It was so fatally easy to produce a narrow- 
ness of interest, a restriction of outlook and 
an intellectual rigidity, all adverse to the 
welfare not only of the individual but of the 
profession. 

His own view, probably a_ hopelessly 
biased one, was that the danger was even 
greater with the accountancy profession 
than with the actuarial, and that the auditor 
was the more likely to develop the attributes 
of the “‘ doubting Thomas,” and a lack of 
readiness to give a free rein to his imagina- 
tive faculties. Holding that view, he 
appreciated the story of the actuary and the 
auditor on a train journey, both looking out 
of the same window. “ Doesn’t that flock 
of sheep make a nice picture?” said the 
actuary. “ Yes,” said the auditor. Then 
the actuary added, “‘ You notice they’ve 
been freshly shorn.” “‘ Yes,” admitted the 
auditor, “‘ on this side.” 


STATISTICAL WORK BY ACTUARIES 


Sir Andrew said that at his Presidential 
address to the Institute of Actuaries two 
years earlier, he placed on record his 
conviction that nowadays actuaries were 
adequately trained to undertake the vast 
bulk of statistical work arising in industry, 
commerce and public service. He suggested, 
further, two respects in which the actuary, 
in undertaking statistical work, was at a 
peculiar advantage. The first was the posses- 
Sion of the “ exposed to risk” technique, 
in which actuaries were well-grounded, 
leading to a constant realisation, in the 
collection and analysis of data, of the 
essential importance of a correct relation- 
ship between the numerator of the problem 
and its often more elusive denominator. 
This was a point which went to the very heart 
of statistical work. The second was the 
ingrained sense of responsibility derived 
from the long-established habit of submitting 
numerical results to the acid test of financial 
application. Putting it briefly, the actuaries’ 


slogan should be, “‘ You need the best 
statisticians. We have them.” 

As the present President of the Institute 
of Actuaries had suggested in his inaugural 
address delivered a fortnight before, there 
were areas in the domain of finance which 
were not the province of any particular 
profession and where accounting considera- 
tions had to be allied with economic and 
statistical considerations. It was in such 
neutral zones, he suggested, that there might 
conceivably be scope for fruitful co-opera- 
tion between the actuary and the accoun- 
tant. 

Sir Andrew said he thought that the 
President of the Institute meant : If, in the 
course of your work, your client puts up to 
you what is, in reality, a difficult statistical 
conundrum, why not suggest that an 
actuary be invited to have a look at it ? 

He would back the actuary to contribute 
something : a line of approach, a method of 
getting to the heart of the problem or a 
simple layout for a worth-while investiga- 
tion. The keynote would be co-operation 
without interference or intrusion. He 
believed that many opportunities of this 
kind must be arising all the time. He hoped 
that some accountants might be encouraged 
to make this experiment of co-operation. 
If a few would lead, many would follow. 


NEW TASKS FOR INCORPORATED 
ACCOUNTANTS 


Tue DinnER OF THE INCORPORATED ACCOUN- 
tants’ District Society of Nottingham, 
Derby and Lincoln was held at the Victoria 
Station Hotel, Nottingham, on November 3. 

Mr. C. F. Carlisle, President of the 
District Society, was in the chair, and the 
guests included the Lord Mayor of Notting- 
ham (Councillor H. O. Emmony, J.P.), 
Lord Sherwood, j.P., Mr. A. Stuart Allen, 
F.S.A.A. (President, Society of Incorporated 
Accountants), Mr. I. <A. F. Craig 
(Secretary), the Sheriff of Nottingham 
(Councillor W. Murby), the Mayor of 
Lincoln (Councillor Mrs. E. T. Cowan), 
the Bishop of Southwell (Dr. F. Russell 
Barry, D.s.0.), the Bishop of Derby (Dr. 
A. E. J. Rawlinson), Sir Hubert Houlds- 
worth, K.C., D.sc., J.P. (Chairman, East 
Midlands Division of the National Coal 
Board), His Honour Judge A. C. Caporn, 
Professor R. Peers, 0.B.E., M.C., M.A., J.P. 
(Deputy Vice-Chancellor of Nottingham 
University) and other representatives of the 
professions, education, commerce and 
industry. , 

Mr. Jesse Boydell, F.s.a.A., City Treasurer 
of Nottingham, proposing the toast of “ The 
City of Nottingham,” outlined an impressive 
list of developments undertaken by the city 
since the First World War. He was con- 


vinced that had times been normal the city 
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would have seen a start made on the new 
civic centre, to house not only corporation 
offices but the provincial offices of Govern- 
ment Departments. 

The Lord Mayor of Nottingham, in 
response, spoke of his appreciation of a 
profession whose examinations led to some- 
thing just as important as technical and 
academic qualifications—personality and a 
sense of humour, of manners and of 
dignity. 

Lord Sherwood, proposing the toast of 
“ The Society of Incorporated Accountants 

‘and Auditors,” said the profession to-day 
had a great responsibility, because no 
layman could look after his own finances in 
view of the difficulties resulting from recent 
legislation. 

In a reference to the nationalised indus- 
tries, Lord Sherwood remarked that he 
and his family used to be considered 
incompetent, irresponsible, profit-making, 
wicked coal-owners. That was after 100 
years and more of intense industry and 
immense amounts of money put into the 
working of coal in this county. Private 
enterprise always had Carey Street behind 
it if it failed. The nationalised industries 
had not that reason for caution. 

Mr. A. Stuart Allen (President of the 
Society of Incorporated Accountants): said 
the membership had increased more than 
five-fold since its inauguration, but figures 
alone did not reflect the development of the 
Society. The range and complexity of 
professional work had increased beyond the 
imaginings of its founders. The Nottingham 
District Society had always been remarkably 
healthy and vigorous, and they were fortun- 
ate that Mr. F. A. Prior, one of their past- 
Presidents, was a member of the Council. 

The Royal Commission recently set up 
with Lord Justice Cohen as chairman 
would investigate the incidence of income 
tax, surtax and profits tax upon the profits 
of trade and industry, having regard to the 
capital needs of the nation’s economy. 

Much of the evidence to be presented to 
the Commission must come from the 
accountancy profession. The parent Society 
would naturally look to District Societies so 
that the great volume of experience of 
Incorporated Accountants throughout the 
country might be fully utilised. 

The Nottingham area was world-famous 
for its lace, which was making a valuable 
contribution to our export trade. But 
Nottingham had also developed many other 
forms of production in a manner typical of 
the enterprise and initiative which were 
our most valuable national assets. 

These qualities, however, were not 
enough of themselves. A steady flow of 
capital was vital, especially in the early 
stages. Here the accountant, with his 
intimate knowledge of the business and of its 
potentialities, could diagnose its needs and 
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estimate its financial requirements. But 
profits were depleted by taxation and rising 
prices, so that the residue available for 
development was usually wholly inadequate. 
The Industrial and Commercial Finance 
Corporation had been set up to provide 
capital for expansion; but large-scale 
organisations at the national level could not 
adequately serve the needs of new businesses 
in every locality. It might be that the 
solution would not be readily discovered, 
but the accountancy profession could make 
a valuable contribution, both in defining 
the problem and in making constructive 
suggestions. 

Mr. Fred A. Prior, F.s.A.A., proposed the 
toast of the guests, which was acknowledged 
by the Bishop of Derby (Dr. A. E. J. 
Rawlinson) and Sir Hubert Houldsworth, 
K.C., D.Sc., J.P. (Chairman, East Midlands 
Division, National Coal Board). 

The toast of the Chairman was proposed 
by Mr. S. I. Wallis, F.s.a.a. 

During the evening Mr. C. F. Carlisle 
presented a silver salver and tankard to 
Mr. J. B. Carter, who resigned recently 
after twelve years as Honorary Secretary, 
and invested the immediate past-President, 
Mr. J. W. May, with a replica of the 
President’s badge. 


PENAL TAXATION ON PROFITS 


THE ANNUAL DINNER OF THE INCORPORATED 
Accountants’ Society of Manchester and 
District was held at the Midland Hotel on 
October 27. Mr. G. W. Street, President of 
the Manchester Society, occupied the chair, 
and among those present were the deputy 
Lord Mayor of Manchester (Alderman 
Robert Moss, J.P.), Sir Charles G. Renold, 
J.P., Mr. C. Percy Barrowcliff (vice-President 
of the Society of Incorporated Accountants) 
and Mr. I. A. F. Craig (Secretary), Mr. H. 
Prince Bardsley (President of the Manchester 
Chamber of Commerce), the Dean of Man- 
chester (the Right Reverend J. L. Wilson, 
C.M.G.) and Air Commodore A.V. Harvey, 
C.B.E., M.P. for Macclesfield. 

Mr. G. W. Street (President of the District 
Society), proposing the toast of “ The City 
and Trade of Manchester and district,”’ said 
that the present basic industries of South and 
South-East Lancashire—textiles, mining 
and engineering—were, in the main, the 
industries which built up her greatness and 
wealth during the nineteenth century. 
Many of the concerns founded then were 
still in the forefront of industrial advance. 
The industrial and commercial life in the 
area was constantly renewing itself with 
fresh men and fresh ideas. A_ healthy, 
vigorous and enterprising industrial and 
commercial life was the very foundation of 
local and national greatness. 


The smaller firms had many virtues tha 
larger undertakings could only obtain by 
artificial means. He had in mind the 
qualities of personal initiative and respongj. 
bility, readiness to try out the new idea, and 
a sense of the personal worth of each 
individual. 

The Government should provide the 
framework in which economic activity was 
to function and develop, and should co. 
operate with industry to enable it to progress 
to its own natural limits. 

The Deputy Lord Mayor of Manchester 
(Alderman Robert Moss, J.P.,) responding to 
the toast, said he felt that industrial and 
commercial interests should rely on the 
Society to a very considerable degree, 
Manchester was doing much to assist the 
present national economy. Anyone who 
set up business in the city was surely ona 
very good thing. Manchester stood supreme 
in the world of commerce and industry, but 
it was also a cultural city. 

Mr. H. Prince Bardsley (President of the 
Manchester Chamber of Commerce) who 
also replied, gave a warning to Lancashire 
traders to prepare for very dismal days 
ahead—perhaps similar to those of 1920. 
It was up to Incorporated Accountants to 
advise those firms with which they were 
connected to ensure their businesses were 
sound before those days arrived. 

Sir Charles G. Renold, J.P., proposing 
the toast of the Society of Incorporated 
Accountants, welcomed the research activi- 
ties of the Society. As chairman of the 
British Institute of Management, he was 
particularly interested in the developments 
they had in hand. 

Mr. C. Percy Barrowcliff (vice-president 
of the Society of Incorporated Accoun- 
tants), in response, said the British Institute 
of Management were to be congratulated 
on securing Sir Charles Renold as their 
chairman. 

He was speaking on behalf of nearly 
9,000 members, all of whom would acknow- 
ledge their indebtedness to the Society for 
their training, qualification and standing in 
accountancy world. There were Branches 
in Scotland, Ireland, Australia, Canada and 
South Africa, and District Societies in India 
as well as in every part of England and 
Wales and Northern Ireland. The Council 
was grateful for the valuable work done by 
the Manchester Society. They seemed to 
be blessed with leaders of the right sort who 
with hosts of others throughout the years had 
made that District Society what it was 
to-day. 

Seventy years ago income tax was 8d. in 
the £, and auditing and independent 
verification of accounts were no integral 
part of the economic life of the country. 
To-day it would be difficult for commerce 
and industry to function without the 
services of the practising accountant or the 
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qualified accountant inside the business. 
The Society had played a large part in 
making available to the commercial world 
accountants with the necessary qualities ; 
for the term Incorporated Accountant 
represcuted independence, integrity and a 
high degree of accountancy knowledge. 

Incorporated Accountants had a wide 
experience in all aspects of taxation, and 
could express an opinion without treading 
on the delicate ground of politics. Taxation 
on business profits had reached penal level, 
and was gradually killing all the old virtues 
which made the industrial life of the country 
world-famous — initiative, imagination, 
foresight, enterprise and courage. Sir 
Charles Renold, in his paper at the summer 
schoo! of the Institute of Cost and Works 
Accountants, had recalled that his family 
business, like others in the past, ploughed 
back profits to ensure the necessary funds 
for consolidation, modernisation and natural 
expansion. Provisions for these purposes, 
Mr. Barrowcliff suggested, were near 
expenses rather than disposable profits. 
Some formula surely could be worked out 
which would pay regard to these factors in 
imposing taxation. They welcomed the 
appointment of the Royal Commission 
under Lord Justice Cohen to enquire into 
taxation of profits and income. 

Meanwhile, he would suggest that 
economy in the cost of national administra- 
tion was urgently called for. There should 
be a review by some independent person or 
authority, similar to that which took place 
after the first world war. It was not a 
political issue, but a matter of common 
sense. Waste and extravagance meant a loss 
of money, a loss of manpower, and a loss of 
morale. It was not too venturesome to 
suggest that the savings would be consider- 
able and would easily provide some welcome 
relief. 

The toast of the guests was proposed by 
Mr. A. T. Eaves, vice-president of the 
Manchester Society. The Dean of Man- 
chester, in reply, said he represented a 
tradition based on a creed and faith. Its 
ultimate object was truth. But that tradi- 
tion would be lost if we were going to be 
controlled by people who did not believe in 
anything less than speech and propaganda. 

Air Commodore Harvey, M.P. for 
Macclesfield, who also replied, said accoun- 
tants had a great part to play. We had 
something which no other country had in 
the world. Young men of Britain should go 
abroad to sell the goods. 


EXAMINATIONS 


NEWCASTLE CENTRE 
CommENCING WITH THE May, 1951, EXami- 
nations, the Council has approved the 
¢sta)./ishment of a new examination centre 


in Newcastle upon Tyne. Candidates who 
wish to sit at this centre should notify the 
Secretary when submitting their applica- 
tions. 


INCORPORATED ACCOUNTANTS’ 
LODGE 


Tue INSTALLATION MEETING WAS HELD ON 
October 24, at Freemasons’ Hall, W.C.2. 
W. Bro. A. V. Hussey installed his successor, 
W. Bro. R. N. Barnett. 

W. Bro. Barnett invested the following 
officers: W. Bro. A. V. Hussey, I.P.M. ; 
Bro. C. V. Best, S.W.; Bro. W. H. C. 
Waite, J.W.; W. Bro. W. J. Crafter, 
Treasurer ; W. Bro. A. S. Darr, Secretary ; 
V.W. Bro. H. A. R. J. Wilson, D.C. ; Bro. 
J. A. Jackson, S.D. ; Bro. J. C. Chaumeton, 
j.D.; W. Bro. E. J. P. Garratt, A.D.C. ; 
W. Bro. A. A. Garrett, Almoner ; W. Bro. 
A. S. Wagstaff, Organist; Bro. E. B. 
Trimmer, Asst. Secretary ; W. Bro. W. F. 
Edwards, I.G. ; Bros. G. J. Hakim, G. F. D. 
Rice, H. L. Brown—Stewards; W. Bro. 
A. C. Chitty, Tyler. 


BRANCHES AND DISTRICT SOCIETIES 


LONDON 

Lorp Justice BrrKETT GAVE AN ADDRESS ON 
“ The Art of Advocacy ” at a meeting of the 
London and District Society on October 18. 
Members of the Students’ Society of London 
and District were invited. The hall of the 
Chartered Insurance Institute, in which the 
meeting was held by kind permission, was 
filled to capacity by an audience of 500 
members and students. Nine hundred 
applications for tickets were received, and 
it is regretted that so many had to be refused 
admission. 

The chair was occupied by Mr. Daniel 
Mahony, F.3.A.A. 


LONDON STUDENTS’ SOCIETY 


TWo RESIDENTIAL PRE-EXAMINATION COURSES, 
arranged by the committee of the Incor- 
porated Accountants’ London Students’ 
Society, will be held at Ashridge College, 
Berkhamsted, in 1951. Both courses will be 
run on similar lines to the one held at 
Ashridge in April of this year, except that 
on this occasion the first course will be 
devoted entirely to Intermediate candidates 
and the second course to Final candidates. 

Intermediate Course : Thursday, March 15, 
to Wednesday, March 21, 1951. 

Final Course: Saturday, April 14, to 
Friday, April 20, 1951. 

In view of the number of applications 
received for the course in April last from 
students in the provinces the committee of 


the London Students’ Society has again 
decided to extend an invitation to students 
in all parts of the United Kingdom. 

Further details, including the syllabus of 
lectures and the cost to each student, will 
be published in the January issue of 
ACCOUNTANCY. 


SCOTTISH BRANCH 


A MEETING OF THE COUNCIL OF THE SCOTTISH 
Institute of Accountants, the Scottish 
branch of the Society, was held in Glasgow 
on October 25. Mr. P. G. S. Ritchie 
presided over a good attendance. ' 

Intimation was received with regret of 
the death of Mr. William Hill Jack, r.s.a.a., 
Glasgow, who had been a member of the 
Scottish Branch for more than half a cen- 
tury. He had taken considerable interest in 
the early stages of the Students’ Society and 
also in the general work of the Council, of 
which he had been a member for the last 
fifteen years. It was agreed to record in the 
minutes the Council’s appreciation of Mr. 
Hill Jack’s services and the loss sustained by 
the Scottish Branch. 

The secretary, Mr. James Paterson, 
reported on membership and other matters. 

The chairman referred to the conference 
of the Society, to be held in Dublin next 
year. 

The hon. secretary of the Students’ 
Society reported that the fortnightly meet- 
ings had been resumed and had been well 
attended. Generous donations had been 
made to the funds of the Students’ Society. 


GLASGOW STUDENTS’ SOCIETY 


A MEETING OF THE GLASGOW STUDENTS’ 
Society was held on October 20. Mr. 
P. G. S. Ritchie occupied the chair in the 
absence, through illness, of the chairman, 
Mr. Robert Fraser. 

Mr. Ritchie commended the useful work 
done by the Students’ Society in connection 
with the fortnightly study circle. He con- 
gratulated Mr. Julian F. A. Peck, B.A., who 
was awarded a Certificate of Merit in the 
Intermediate Examination held last May, 
and announced that the Council of the 
Scottish Branch had presented him with 
four books as a prize from the W. D. Hall 
Fund. Mr. Peck suitably replied. 


DUBLIN STUDENTS’ SOCIETY 


SYLLABUS OF LECTURES, 1950-5! 
The meetings will be held in Jurv’s Hotel, 
Dame Street, at 6.15 p.m., unless otherwise 
notified. 
1950 
December 12: “ Valuation of Shares and 
Goodwill,” by Mr. A. J. Walkey, F.s.a.A. 
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195! 

January 23: “‘ Treatment of Losses for 
Income Tax Purposes,” by Mr. G. 
Wheeler, A.c.A., A.C.LS. 

February 14: “‘ Contract Costing,”’ by Mr. 
E. Mullen, F.c.w.a. 

March 6: “ Preparation of Accounts from 
Incomplete Records,” by Mr. L. A. 
Mathews, F.S.A.A. 

A further lecture will be given at a date 
to be arranged later. 


MANCHESTER 
SYLLABUS OF LECTURES, 1950-51 


Meetings will be held at Incorporated Accoun- 
tants’ Hall, 90, Deansgate, Manchester, at 6 p.m., 
unless otherwise stated. 

195! 

January 5: Official opening of Incor- 
porated Accountants’ Hall. Light refresh- 
ments—Old Rectory Club, 5.30 p.m. 
Discussion meeting 6 p.m. 

January 26: Joint meeting with Associa- 
tion of H.M. Inspectors of Taxes, Man- 
chester Centre. “‘ The Effect of the 1948 

_ Companies Act upon the Profession and 
the Inland Revenue.” Paper and dis- 
cussion. 

February 16 : Lecture and Demonstration : 
** Powers Samas Accounting Machines.” 

March 16: Joint meeting with Chartered 
Institute of Secretaries, Manchester and 
District Branch. “ London as a World 
Finance Centre Past and Present,” by 
Mr. C. Ralph Curtis, PH.D., M.sc. (ECON.), 
F.C.LS. 


YORKSHIRE 
SYLLABUS OF LECTURES, 1950-51 


Except where otherwise stated lectures will be 
at the Hotel Metropole, King Street, Leeds, 1, 
at 6.15 p.m. 

1950 

December 5: ‘“‘ Company Accounts— 
Present-Day Practice in Review,” by Mr. 
F. A. Roberts, a.s.A.A. Chairman: Mr. 
P. Sheard, F.S.A.A. 

1951 

January 24: “Standard Costs,” by Mr. 
J. W. Fewlass, A.c.w.A., A.c.L.s. Chairman: 
Mr. E. Emmerson, F.S.A.A. 

February 7 : Subject later (Joint meeting). 
By Prof. A. M. Lowe, A.c.G.L, D.sc. 
6.30 p.m., City Museum. 

February 21: Discussion Circle (Joint 
meeting), 7.30 p.m., Albion Hall, Leeds 
Y.M.C.A. 

February 27 : “‘ Economics,” by Prof. A. N. 
Shimmin, m.a. Chairman: Mr. G. A. 
Windsor, F.s.A.A. 

March 20: ‘“‘ Company Law,” by Mr. 
R. E. Chadwick, tu.s. Chairman: Mr. 
G. O. W. Pickard, F.s.A.A. 
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PERSONAL NOTES 


Mr. A. P. Rivers, F.s.A.A., has been 
appointed a director of Hovis, Ltd. He 
retains the office of secretary to the 
company. 

Messrs. Frank Impey & Co., Birmingham, 
announce with regret the retirement of Mr. 
E. H. Ward, F.s.A.A., owing to ill health. 
The practice is being continued by the 
remaining partner. 

Mr. D. W. Dewdney, A.s.A.A., has been 
appointed secretary and chief accountant 
to Arding & Hobbs, Ltd. 

Messrs. H. G. Large, Libson & Co. 
announce that the partnership has been 
dissolved. Mr. H. G. Large, F.s.a.a., and 
Mr. W. L. Heather, A.c.a., are continuing to 
practise under the style of H. G. Large, 
Heather & Co., from 1, Leadenhall Street, 
London, E.C.3. Mr. N. Libson, F.s.A.., is 
practising under the style of Nyman Libson 
and Co., temporarily at the same address. 

Messrs. C. H. Tolley, Rowlands & Co., 
London, W.C.2, announce with much 
regret the death on October 27 of the senior 
partner, Mr. Frank Rowlands, F.c.a. The 
practice will be continued under the same 
firm name by the surviving partner, Mr. 
B. G. Dumont, Incorporated Accountant. 

Messrs. V. Wolfgang Bell & Co. announce 
that Mr. Leslie A. H. Sarl, a.c.a., who has 
been with them for four years, has joined 
them in partnership. Their firm name has 
now been changed to Richard H. Nerney 
& Co., and the office has been removed to 
141, Moorgate, London, E.C.2. Telephone: 
Monarch 4139. 

Mr. G. E. L. Whitmarsh, F.s.a.a., and 
Mr. R. Job, A.s.A.A., are now practising in 
partnership under the style of Whitmarsh, 
Job & Co., Incorporated Accountants, at 
26, Bridge Street, Taunton, and at 
Plymouth, Truro, Helston and Launceston. 


REMOVALS 


Messrs. E. A. Knowles & Co., Incor- 
porated Accountants, have removed to 
Bindloss Chambers, 4, Chapel Walks, 
Manchester, 2. Telephone: Blackfriars 
2033. 

Mr. J. D. Thick, Incorporated Accoun- 
tant, announces that his office is now at 
31-33, Blagrave Street, Reading. 

Messrs. Rickard & Co., Incorporated 
Accountants, announce the removal of their 
Exeter office to Agriculture House, Queen 
Street, Exeter. Mr. S. W. H. Ponsford will 
be in attendance on Fridays from 10 a.m. 
to 4 p.m., and on other days by appoint- 
ment. 

Messrs. Blease & Sons, Chartered Accoun- 
tants, have removed to 223, India Buildings, 
Water Street, Liverpool, 2. 

Messrs. C. V. Miles & Co. state that 
their Cardiff office is now at 45, The Parade, 
Cardiff. 


Messrs. Auerbach, Hope & Co., Ineo, 
porated Accountants, have removed the; 
London office to 12, Theobalds Road, 
Holborn, W.C.1. Telephone: Chancey 
3253- 

Mr. W. H. Stables, Incorporated Accoup. 
tant, has removed his office to Lowthe 
House, Lowther Street, Kendal. 

Messrs. Dreyer & Dreyer, Incorporated 
Accountants, have removed to Third Floor, 
Equity Building, 88, Fox Street, Johanne. 
burg. 
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Haro_p JoHN TERRETT Day 

We have received with regret intimation 
that Mr. H. J. T. Day, M.a., F.C.A., F.S.A.A, 
died on October 18 at the age or 56. Mr, 
Day served his articles with Mr. E. T, 
Brown, F.s.A.A., Wolverhampton, and quali- 
fied as an Incorporated Accountant in 
1926. Shortly afterwards he entered the 
service of Messrs. Peat, Marwick, Mitchell 
& Co., and since 1936 he had been senior 
resident partner at their Birmingham 
office. 


ALEXANDER JAMES Monro 
We learn with regret that Mr. A. J. Monro, 
F.S.A.A., senior partner in Messrs. Wheeler, 
Monro & Campbell Brodie, London, died 
on October 7. He had been a partner in 
the firm since the date of his election to 
membership of the Society in 1896. 


FRANK ROWLANDS 
We regret to record the recent death of 
Mr. Frank Rowlands, F.c.A., senior partner 
in C. H. Tolley, Rowlands and Co. 
accountants, of London. 

Mr. Rowlands, who was aged 51, was 
chairman of Procea Products, Ltd., and 
a director of numerous companies. After 
war service in 1914-18, for which he was 
decorated with the D.C.M. and M.M., he 
became a member of the Institute of 
Chartered Accountants and in 1926 joined, 
as a partner, Messrs. C. H. Tolley and Co., 
accountants, the name later being changed 
to C. H. Tolley, Rowlands and Co. He 
was senior partner at the time of his death 
and an authority on taxation and death 
duties. 


PTT 


PeRcIvVAL WHITE 

We regret to record that Mr. Percival 
White, M.B.E., F.s.A.A., died on October 19, 
at the age of 69. Mr. White became 4 
member of the Society of Incorporated 
Accountants in 1903, after taking honours 
in the Final Examination. He then com- 
menced the practice in Plymouth which 
he carried on until his death—for the last 
forty years under the firm name White & 
Pawley. 

For many years Mr. White was a promi- 
nent member of the Baptist Church in 
Plymouth and Honorary Treasurer of the 
Devon and Cornwall Baptist Association. 
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office staff, Looked at from 
quality is the answer to 


Tan-Sa 


1) ul 
D CHAIR CO. (193 
Clerkenwell Green, London, 


THE TAN-SA 
Avery House, 


They are scientifically 
health and efficiency of 
every angle, TAN-SAD 


your seating problems. 


MITED 
E.C.1 


‘ 


‘It is the diary par excellence for the Company 


JORDAN & SONS, LIMITED 
116 CHANCERY LANE . LONDON . W.C.2 


Official.” —INVESTORS’ GUARDIAN. 


68th Edition 
THE 


COMPANIES’ DIARY 
AND 


AGENDA BOOK 
1951 


Edited by J. G. HASSELL, F.C.LS. 


In addition to being a diary, this volume is a 
useful reference book for company secretaries, 
directors, accountants and others engaged in 
conducting limited companies. Many pages are 
devoted to notes on company law and practice. 
These notes, arranged to facilitate ready refer- 
ence, indicate the principal requirements of the 
Companies Act, 1948. 


8s. 6d. net; by post 9s. 4d. 
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JOHN FOORD| 


COMPANY 
Established over a century 


VALUERS AND 
ASSESSORS 


OF WORKS, FACTORIES 
PLANT and MACHINERY 


56 VICTORIA STREET, 
LONDON, S.W.1 


Victoria 2002/3/4 
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SOCIETY 


(INTERMEDIATE AND FINAL) 


EXAMINATIONS 


PAST THREE YEARS 


H. FOULKS LYNCH & CO., LTD. 


have obtained 


29 out of the 51 HONOURS 


10 FIRST PLACES 


During the 


Pupils of 


including 


Of all Candidates coached by H. FOULKS LYNCH & Co., Ltd. 
Of all Candidates not coached by H. FOULKS LYNCH & Co., Ltd. - 


- 49% were successful 


39% were successful 


Apply for Syllabus of Tuition to 
16 COLEMAN STREET, LONDON, 


E.C.2 Telephone: MONarch 2487 


COMPANY 
OUTFITS 


Sets are of varying qualities and comprise: 
Memorandum and Articles of Association. 
Company Seal. 

Combined Company Register. 
Share Certificate Book. 
Minute Book. 
Company Forms. 
The Davy Company Service provides 


facilities for Company formations with 
the minimum of troubleto the profession. 


CHAS. DAVY & CO. 


LIMITED 


COMPANY REGISTRATION AGENTS 


City Branch 
11 MASON’S AVENUE, LONDON, E.C.2 
HEAD OFFICE 


3-11 PINE STREET, LONDON, E.C.1 
TELEPHONE . TERMINUS 6267 (3 lines) 


Pitman | 


Books * 


EXCHANGE AND TRADE CONTROL IN 
THEORY AND PRACTICE 
By H. E. EVITT. Second Edition. Price 12/6 net. 


** This concise guide to the intricacies of exchange and trade control... 
It can be thoroughly recommended to all who feel that they want 
to catch up with the march of monetary events.""—The Accountant. 


Spicer and Pegler’s PRACTICAL BOOK-KEEPING 
AND COMMERCIAL KNOWLEDGE 


Edited by W. W. BIGG, F.C.A., F.S.A.A., and H. A. R. J. 
WILSON, F.C.A., F.S.A.A. A text-book adapted to the 
requirements of the beginners in accountancy. Seventh Edition. 
Price 15/- net. 


THE CHAIRMAN’S MANUAL 


By GURDON PALIN and ERNEST MARTIN. Third Edition. 
Price 7/6 net. 


“In view of the importance of the chairman's function, the many 
useful hints it contains will be widely appreciated.”’"—Financial Times. 


DEVELOPMENTS IN ACCOUNTING 
By F. R. M. DE PAULA. Price 21/- net. 


**,..@ book which should be read by students and members of the 
profession alike, and one which should also be of great interest to 
those who, not being accountants, nevertheless use accounting data 
for management purposes.’’—Accountancy. 


Sir Isaac Pitman & Sons Lid. 
PARKER STREET . KINGSWAY . LONDON, W.C2 
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INDUSTRIAL AND COMMERCIAL * 


1.C. F.C. 


FINANCE CORPORATION LTD. / 


I.C.F.C. IN THE MIDLANDS 

An office of the Corporation is now open in Birmingham to deal with enquiries and 
proposals. 

I.C.F.C. since its establishment in 1945 has made available over £20 million in amounts from 
£5,000 upwards to some 330 small and medium-sized businesses, mostly private companies, 
by way of long-term loans and share capital. It offers economy, despatch, and flexibility in 
method. 

The purpose of the new office is to bring I.C.F.C.’s facilities closer to Industry in the Midlands. 


Full particulars of the facilities offered may be obtained from 


THE GENERAL MANAGER THE BIRMINGHAM MANAGER 
7 DRAPERS GARDENS 214 HAGLEY ROAD 


LONDON, E.C.2 EDGBASTON, BIRMINGHAM 
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Every Accountant NEEDS 
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Its reports of 


Published by 


TAXATION 


(Edited by RONALD STAPLES) 


NEW CONCESSIONS 

CHANGES IN PRACTICE 

TAX CASES 

are NEWS which YOU cannot afford to miss 


price | /. WEEKLY 


Subscription {£2 12 o year; £1 7 6 half year 


TAXATION PUBLISHING COMPANY 98 PARK STREET, LONDON, W.1 
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SHAREHOLDERS 
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For forty years The School of Accoun- 
tancy has lived up to its name—THE 
ScHoo. of Ac- 
COUNTANCY. 
Correspondence 
Courses of the 
highest possible 
standard are pro- 
vided for the Ex- 
aminations of the 
INSTITUTE and 
Society. Discern- 
ing students pre- 
fer School of Accountancy Courses, which 
are sound, authoritative, complete and 
conducted by highly-qualified profes- 
sional men. Two generations of students 
of Accountancy testify that School of 
Accountancy Tuition is the safe way to 
examination success. 


PROVIDES THE LEADING COURSES — ALWAYS 


Accountancy 


POST THIS 
A Great Record of Success 
In the Examinations of the Chartered 
Accountants (England and Wales, Scot- 
land and Ireland), and the Incorporated 
Accountants, students of The School of 
Accountancy have gained : 


Prospectus. I am in 
the Examination of 
The Institute* 


The Society. 


Over 9,400 complete Passes 
in Intermediate or Final Examinations 


110 First Places 
246 Other Leading Places 


COUPON—TO-DAY 


Please send me a copy of your 


one 


Pree eee 


COCO R OSH ETOH EEE EES TEESE SEES EESEEEEETE HES 


16 Gold and Silver Medals 


* If you are interested in other 


75 Special Prizes <dias tilts, nee tt ana. 


Examinations, or Non-Examin- 


10§ 


Post Coupon or write to THE SCHOOL OF ACCOUNTANCY, 105, REGENT HOUSE, GLASGOW, C.2. 
40 years of Successful Educational Service. 


| PSE SS OSE LN = SEETSPCET GALES aT 


Ninth Edition 


Invaluable.” Accountancy 


SPICER & PEGLER’S | 
PRACTICAL AUDITING 


by W. W. BIGG, F.c.a., F.S.A.A. 


** . . An outstandingly good book.” 


RANKING, SPICER & PEGLER’S 


MERCANTILE LAW 

by W. W. BIGG, F.c.A., F.S.A.A. and 

C. N. BEATTIE, of Lincoln’s Inn, 
Barrister-at-Law 


* As a text-book this faultless work is to be 


RECEIVERS 


21/- net 


H.F.L. 
29 MINC 


RANKING, SPICER & PEGLER’S 


RIGHTS & DUTIES 
of LIQUIDATORS, TRUSTEES and 


by H. A. R. J. WILSON, F.c.a., F.8.A.A. 
Post Free 22/- 
Publication date to be announced later 


The Accountant recommended.” The Accountant 
25/- net Post Free 26/- 25/- net Post Free 26/- 
IN PREPARATION 
Twenty-first Edition RANKING & SPICER’S 


COMPANY LAW 
iNinth Edition 
by H. A. R. J. WILSON, F.c.a., F.8.A.A. and 
T. W. SOUTH, B.a., of the Middle 
Temple, Barrister-at-Law 
This edition will include new chapters on Liquidation 
21/- net Post Free 22/- 
Publication date to be announced later 


(Publishers) LTD. 
ING LANE, LONDON, E.C.3 
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| METROPOLITAN COLLEGE | 


LATEST RESULTS 
May 1950 C.A. & S.A.A. Examinations 


At the C.A. (England & Wales) 
and S.A.A. Examinations, Students 
of the Metropolitan College have 
gained over 


Students of the Metropolitan College were awarded: 


AY 7,000 SUCCESSES 2ND PLACE-—FINAL C.A. 
your REY alee Walter Knox Scholarship 
Plender Prize—Taxation 
| 200 HONOURS 2ND PLACE—FINAL S.A.A. 
including 


8TH PLACE—INTER. C.A. 
Frederick Whinney Prize 
Plender Prize (Book-keeping, etc.) 
Plender Prize (Gen. Com. Knowledge) 


9TH PLACE—INTER. S.A.A. 


WRITE TO-DAY for a free copy of the College ‘Accountancy’ pectus 


53 FIRST PLACES 
34 SECOND PLACES 


61 THIRD AND FOURTH 
PLACES 


ther 
nin- to the Secretary, (A3), METROPOLITAN COLLEGE, ST. ALBANS, CALL : 
. Numerous Official Prizes, 30 Queen Victoria Street, London, 
105 Medals and Scholarships E.C.4. (Phone City 6874) 
} TALBANS 
2. $ . 
aE 
—— 


. permeate oy 
Che Justitute of Caxation 


President: E. C. W. Owen, F.C.A. 


| Vice-Presidents : 
C. Gorpon Howarp, B.A. and S. A. SPOFFORTH, F.C.A., F.S.A.A. 


Secretary: G. B. Burr, F.C.LS. | 


Membership of the Institute is open only to applicants who have passed either the 
examinations conducted by the Institute of Taxation or the final examination of certain 


professional bodies. | 


Fellows and Associates receive each year : an annual text-book, an annotated copy of 
the Finance Act, Digests of Tax Cases and monthly circulars on special taxation subjects. 

Students and others may subscribe to a scheme under which they receive all the 
publications except the monthly circulars. 

Examinations for Fellowship and Associateship are held half-yearly. Copies of past 
Associateship Examination papers, with suggested answers, are available at 2s. gd. each, 
post free. 


FULL PARTICULARS MAY BE OBTAINED FROM 
THE SECRETARY 


THE INSTITUTE OF TAXATION, CLIFFORD’S INN, LONDON, E.C.4 
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Or COURSE, we’ve always been insured 
against loss of office equipment and damage to 


property, but it wasn’t until we met the “ Loss 
of Profits” expert from the Norwich Union that 
we realised we could—and should—cover our- 
selves not merely against the cessation of income 
(in our case our gross fees) which a fire would 
inevitably involve but the heavy additional 
expenditure which would be entailed. 

In a professional business like ours, a fire 
could be disastrous. Besides the lost fees, we should 
have to try to find alternative accommodation (and 
you know what that means with rents at the 
present level) and, worse still, it would cost no 
end to reinstate our essential business documents 
and records. 

The expert told us that before the war an 
**indemnity period” of a few months was usually 
adequate but that under present-day conditions it 
might easily take 2 years to get re-established. 
It made us think—and act! ” 

Don’t you think you should have this important 
protection too? The Norwich Union have a leaflet which 
explains all about ‘‘ Loss of Profits”? insurance. Send 
Sor a copy NOW, 


NORWICH 
UNION 


INSURANCE SOCIETIES 
12-20 Surrey Street, NORWICH, Norfolk 


"r 


| stanparoizep AUDIT WORKING PAPERS | 


— SS 


3rd (1949) Edition 


By Frederick Staples, C.P.A. (Calif. and Wis.); Mem- 
ber of American Institute of Accountants; Senior Partner, 
Frederick Staples and Co., Certified Public Accountants. 


Thousands sold throughout the English-speaking world | 
Includes complete set of FILLED out work sheets, with | 
complete instructions thereon as to the work to be | 
done, the procedure to be followed, and the informa- | 
tion to be recorded. Written for practising account- | 
ants but also of interest to teachers and students 

of accounting and accountants in private industry. | 


279 pages ... Price $4.50 | 
Sent on 10-day approval in U.S. and Canada. Postage paid on cash orders, 


THE MONTHLY FINANCIAL STATEMENTS | 


By FREDERICK STAPLES 
Author of the book “ Standardized Audit Working Papers” 

| 
“ Accountancy ’’ (London) —*‘ This book, although it extends to | 
less than 70 pages, should be in the possession of all accountants, 
whether in practice or in industry. . . . is practical in that it | 
gives guidance, not only to large concerns, but also to medium | 
and smaller ones. The suggestions in which it abounds are | 
eminently sensible. . .. His book is a ‘must’ for most accountants.” 


65 pages . . . $1.25 (Post-paid. Remittance to accompany order) | 
THE 


COUNTING HOUSE PUBLISHING CO. 
735 N. WATER ST., MILWAUKEE 2, WISCONSIN, U.S.A. | 


THE NEW 


WILSON PAYROLL | 
MACHINE 


for P.A.Y-F 


PAYROLLING 

~~. REDUCED TO 
Y\ ITS SIMPLEST 

y -. AND SPEEDIEST 
FORM 

EARNINGS RECORD CARD, PAY SLIP, RECEIPT, 


AND PAYROLL COMPLETED AT ONE OPERATION | 
DIRECT FROM THE ORIGINAL TIME RECORD | 


WILSON MACHINE COMPANY LIMITED 
(Office Systems) 


8 BRYANSTON STREET, LONDON, W.1 | 
Telephone: WEL 6010 
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A STATEMENT of PRINCIPLE 


by the makers of 
Viwlt 


ACCOUNTING & ADDING MACHINES 


It is a basic feature of the Company’s policy that those 
who represent it should be exceptionally knowledgeable 
and fully competent to give advice in all matters relating 
to the mechanization of accounting procedures. It is 
considered imperative that the Company’s standard of 
representation should match the calibre of its products 


which are without equal in their own fields. 
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Apart from the Company’s interest in securing the widest 

acceptance of its products wherever their use brings 

| advantage, it is a firmly held principle that the Company’s 

| fund of experience should be available to whomever would 

| benefit from it. Enquiries and consultations are always 
treated as confidential. 


An Announcement of the 


ACCOUNTING MACHINE DIVISION 
| THE NATIONAL CASH REGISTER COMPANY LTD. 
, 206-216 Marylebone Road, London, N.W.1 


Branch Offices throughout the British Isles 
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Established 1877 


FARWER’S'SONS. 


AUCTION SALES 


of PLANT, MACHINERY AND INDUSTRIAL PROPERTIES 
also 


VALUATIONS 


for Public Issue, Stock Exchange Quotation, Balance Sheet, Probate, Insurance 
and other purposes. 


5 46 GRESHAM STREET, LONDON, E.C.2 


Tel : Monarch 3422 (8 lines) Telegraphic address : ‘SITES LONDON 


FACTORY SPECIALISTS FOR OVER 70 YEARS 
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‘”» NATIONAL INSURANCE STAMPS 


P, - an unnecessary business risk 
>> At peak periods the value of national insurance stamps held by a company of say a hundred 
is y employees can be as high as £200. The continuous risk of loss, misuse and forgery is very real as 
% » you can see from the many cases reported in the daily press almost 
))) every week. The correct solution is to dispense with stamps 
aii altogether by installing a Neopost Insurance Machine, approved | 
yy) by the Ministry of National Insurance. Quite apart from the 
TiIil elimination of unnecessary risk, Neopost saves a great deal of staff 
») time as well. Send coupon for full particulars. FRANKING MACHINES 
I 
a» Please send me full information about Neopost National Insurance Machines. 


GP scones 


DW) Roneo-neopost tTD. - VICTORIA HOUSE - SOUTHAMPTON ROW - LONDON, W.C.I 
TU Telephone : HOLborn 4933- Telegrams : Romosaft, Westcent, London. 
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‘Ss TAXATION ” 


KEY 
TO 


INCOME 
TAX 


AND SUR-TAX 


EDITED BY RONALD STAPLES 


CLEAR, CONCISE AND COMPLETELY UP TO 
DATE 


AUTOMATIC THUMB INDEX 


The Five-Second Reference Book 


To Taxation Publishing Company Limited 
98 Park Street, London, W.|. * Mayfair 7888 
Send ..cccoccseocees copies of ‘KEY TO INCOME TAX’ at 5/3 

post free 


,cnneeeetieeeaenatiaatttenineattintatumsemmadl 
FINANCE ACT Edition 1950 


If you haven't 


thrown it out 


already— 


DO IT NOW! 


HAVE no doubt about it, you can throw away your present 

Wage-Book and Tax-Cards entirely. Thousands of Com- 
panies have already done this, eliminating _form-filling, 
eliminating waste of time, eliminating intolerable charges on 
your overheads by using the unique Anson P.A.Y.E. system, 
With the Anson P.A.Y.E. Machine there is no need to write 
Separate entries in your Wage-Book, Tax-Cards, Pay Envelopes, 
week after week. 


T asingle stroke you can slash your P.A.Y.E. form-filling by 

two-thirds, reducing P.A.Y.E. records to their simplest form, 
no matter what size your business. The Anson P.A.Y.E. 
Recorder does all this for youand more. It can be used by any 
of your present Staff even during illness, holidays or under any 
other circumstances. It can do things that big machines will 
do, with fewer hours, less noise, quickly and accurately. Find 
out how much form-filling you can avoid, saving money at the 
same time, at no cost or obligation by sending in the coupon 
now. 


= an =—_ of ee @ & pOsT COUPON TODAY onal baie Ee 


ANSON P.A.Y.E. MACHINES 
5 Copthall Buildings, London, E.C.2. 
Please give me full details about the Anson P.A.Y.E. 
Machine and System, which eliminates P.A.Y.E. 
form-filling. 
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THE 


Madras, Karachi 


+ Alexandria, Cairo 


AROLLERITA 


BRITISH 


Head Office: 17, Park Lane, London, W.1. . 
Liverpool, Leeds, Sheffield, Glasgow, Edinburgh, Newcastle-upon-Tyne, Belfast, Dublin. 
+ Melbourne, Sydney 


financially, at any moment ? 


Whether costs are keeping within limits ? 
What your stock position is? How much 
is selling, of what, where? Are sales and 
production teamed up ? 


If not—how long would it take you to 
find out? A Hollerith installation provides such information on 
demand—and, for good measure, produces your invoices and 
statements, posts your ledgers and mechanises your payroll. May 
we demonstrate to you ? 


Punched 


Accounting 


Electrical 
Card 


TABULATING MACHINE COMPANY LTD 
Offices in: Southampton, Birmingham, Wolverhampton, Nottingham, Coventry, Bristol, Manchester, 


+ Overseas Branches in: Bombay, Calcutta, New Delhi, 
+ Johannesburg, Cape Town, Durban, Pretoria 


Fire would § 


destroy 


your papers are filed in 
certified fire-resisting 
equipment. Ordinary steel 
filing cabinets are excellent 
heat conductors, and can- 
not be expected to resist 
heat. If you trust them to 
do so you take an unneces- 
sary risk. 

Fire can’t touch the 
papers locked in a Chubb 
Safe File. When the drawers 


are closed the cabinet be- 
comes completely fire re- 
sisting. Even if it crashes 
through the floors of a 
burning building, the 
papers inside will still be 
recovered intact. 


Are your files as safe as 
this? If you’re in doubt, 
send for further details of 
Chubb fire-resisting equip- 


ment for the office. 


CHUBB & SON’S LOCK AND SAFE CO. LTD. 
Makers to the Bank of England 
40-42 OXFORD STREET LONDON WI 


Do you KNOW how you stand, 


S. JOHNSTON EVANS, F.A.I. 

Chartered Surveyor. 

Surveyor 

VALUATIONS 
AND 


OF 
INDUSTRIAL PLANT 


CITY OFFICE 


Telephone: MONARCH 3945 & 5177 
and at 

17 ST. GEORGE ST., W.!. 
Mayfair 5511 Hendon 8131 


QUEENSBURY & NORTHOLT 


———————— 


— 
—_— 


JOHNSTON EVANS HORNE & CO. 


Incorporating Johnston Evans & Co. and Horne & Co. (Est. 1795) 
CHARTERED AUCTIONEERS & ESTATE AGENTS 


BRYAN ANSTEY, B.Sc., F.R.I.C.S., F.A.1., F.LA.S., 


L. G. MAPSTONE, B.Sc., F.R.I.C.S., F.A.I., M.R.San.I., 
Chartered 


SALES BY AUCTION & TENDER 


EQUIPMENT, STOCK & LAND 


18-19 IRONMONGER LANE, CHEAPSIDE, E.C.2. 


5 WATFORD WAY, N.W4 
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Quick and 
Efficient 
Service 


covering every detail of 


Company 
Registration 


A special service, operated from 40 
Gresham Street, London, E.C,2, undertakes all the 
routine business of Company Registration. 


@ Company Books to meet all the requirements 
of the Companies Act of 1948 


@ Company Seals . - . a 24-hour service, and 


@ Printing for Company needs are also the 
speciality of “The Ruling” House 

@ Memorandum and Articles of Association. 
The adoption of our stock draft form, settled 


by eminent Company Counsel, reduces costs 
to the minimum 


@ Balance Sheets @ Prospectuses @ Reports 
@ Trust Deeds @ Resolutions, etc., are 
speedily and accurately printed at moderate 


TOLLIT & 
HARVEY I” 


3 LONDON ADDRESSES : 
City : 40 Gresham Street, E.C.2 

(H.Q. of Company Registration Service) 
Strand: Bush House, W.C.2 , 
Westminster : Dacre House, Dacre Street, S.W.1 


LEDGERS 
JOURNALS 

CASH BOOKS 
DAY BOOKS 
MINUTE BOOKS 


Now this is interesting—if you want first-class 
account books at down-to-earth cost. 

Here are the facts: Bound in half-red basil, 
cloth sides ; canvas joints ; fine quality 

stout azure paper, indexed. Paged or folio’d, 
titled in gold. All usual rulings. Prices 
really keen. ..... You are interested ? 


Ask your usual stationer to show you 


Spicers REDLINE Account Books 


E. IRVINE HALLAS, A.C.A. 


55 TYRREL STREET, BRADFORD 
INSTITUTE AND SOCIETY EXAMS. 


Expert postal and oral tuition, based on 30 years’ 
experience in preparing candidates for these Exams, 
Painstaking criticism and marking of work and 
a, return of all papers is guaranteed. Moderate 

. Tuition adapted to meet precise personal needs 
of each candidate. Copies of over 800 signed letters 
received from past students will be sent on request. 


CTT TTA TTT TT TT 
The World’s Greatest Bookshop 


INU 


x FOR BOOKS * 
New and secondhand Books on every subject 
119-125 CHARING CROSS ROAD, LONDON, W.C.2 
GERrard 5660 (16 lines). Open 9-6 (inc. Sats.) 
SNM HU Af 


ESTATE DUTIES | 


We invite enquiries from Accountants, and other financial 
visers, who are concerned with the conservation of Estates. As 
specialist advisers we have found that in many cases estates may 
suffer UNNECESSARY depletion by Death Duties. Detailed re- 
commendations will gladly be submitted, without fees or any obli- 
gation, for clients whose estates are potentially liable to 
substantial Duty. 
H. W. STUTTER & PARTNERS LIMITED. 
Estate Duties, Settlements, Life interests and 


Reversions. 
52 HAYMARKET, LONDON, S.W.! _ Tel.: Whitehall 9938/9, and at 
5S CORN STREET, BRISTOL, I. 
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NEW LOOSE SHEET 
SYSTEM for YOU & YOUR 


CLIENTS 


= 


Standard Shannoleaf 
Loose Sheet Records 


Standard printed forms are 
available for practically all 
purposes (though forms 
specially printed to your 
specification are quickly 
supplied). Standard forms 
mean lower price and quicker 
delivery. 

Among these are : 
PURCHASE RECORDS— 
STORES AND STOCK 
CONTROL—SALES AND 
PURCHASE LEDGERS— 
HIRE PURCHASE 
LEDGERS — SALES 
RECORDS — CASE AND 
CONTAINER RECORDS 
—PLANT & MACHINERY 
RECORDS— PERSONNEL 

RECORDS 


Here is a new system of visible 
records. It is perfect for the 
control of stocks (among many 
other purposes). Each record has 
an overlapping visible edge—for 
quick sighting, posting and refer- 
ence. One clerk can handle 500 to 
15,000 records. The binder is 
streamlined and is only 2} in. 
thick—the slimmest system ever 
made. Removal and replacement 
of any record is done by a simple 
flick of the trigger, no keys or 
cumbersome mechanisms. Each 
record is firmly held in position 
and cannot be’ mislaid® Each’ has 
a perfectly fiat writing surface. 
Just write ‘“ Shannoleaf” on your 
letterheading and send it for 
further details of this new and 
latest method of control, for you 
and your clients. 


Siannoleaf 


FIRST IN FILING 


SPEEGHLESS—When a Few 
Words Would Have Made Me! 


The Annual Dinner of our Association—well-known executives in the industry present 
—and without a word of warning the Chairman called on me to speak—and my mind 
went blank ! 

Speechless—when a few words would have made me! The opportunity I had been 
awaiting all my life—and I had thrown it away. If I could have made a simple little 
speech—giving my opinion on trade conditions in a concise, witty, interesting way—I 
know I would have been made for life. 

Always, I had been a victim of paralysing stage-fright. Because of my timidity I was 
just plain Mr. Nobody, with no idea of impressing others—of pushing myself forward. 
No matter how hard I worked, it all went for nothing—I could never win the worth- 
while position, simply because I was tongue-tied in public. 
But—I am no longer Mr. Nobody! I am one of the highest- 


hae etd Bang paid men in our industry. Scarcely a meeting or dinner 
SHOW YOU is held without my being asked to speak. My real ability, 


which was hidden so long by stage-fright, is now recognised 


How to address 
business meetings. 
How to promote 
business through 
speech. 

How to train your 
memory. 

How to make the 
right impression. 


How to make an 
announcement. 
How to write 


How to enlarge 
your vocabulary. 
How to develop 
self-confidence. 
How to acquire a 
winning  person- 
ality. 


by everyone. I am asked to conferences, luncheons and 
important industrial meetings as a popular and versatile 
speaker. 

A short time ago I discovered how to overcome my stages 
fright—and I was amazed to learn that I actually had a 
natural gift for public speaking. With the aid of a splendid 
new method I rapidly developed this gift until, in a very 
short time, I was able to face large audienc ithout a 
trace of stage-fright or self-consciousness. 


TWENTY MINUTES A DAY 


You, too, can emulate the achievement of our imaginary 
Mr. Nobody. Stage-fright, nerv , self-conscious- 
ness, bashfulness can all be overcome by a new and 
simple method of speech development. The chances 
are that you possess the ability to speak convincingly, 
forcefully and influentially. This new method will show 


you how to develop this latent power within you, how to conquer your timidity and 


stage-fright and set you on the road to advancement, popularity, social standing and 


real success. It requires but 20 minutes’ study each day to achieve these gratifying 
results. A most helpful booklet entitled How to Work Wonders With Words is the key 
to this natural floodgate of speaking ability. It will show you how to bring out and 
develop your priceless ‘ hidden talents,’ how to conquer the many bogies of effective 
speech and help you to become an outstanding and iT aes 
influential speaker. 

Your copy of How te Work Wonders With Words. is 
waiting for you. 


Send 23d. Stamp NOW for 
this Amazing Book! 


THE SPEAKERS’ CLUB (Dept. ACC/ESI) 
MARPLE, 


CHESHIRE 
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x Powers-Samas punched cards are cameos of information. The perforations in a 
Powers-Samas punched-card give you a picture record, created in seconds .. . a picture 
of a business transaction, a manufacturing operation, a costing element . . . or other 

4 indispensable data. 

* Classified, interpreted and recorded by Powers-Samas machines, they give an 

- accurate, up-to-the-minute, overall picture of every aspect of factory and office activity. 

. Whether you are offering goods or services, or are engaged in administration, 


manufacturing or processing, Powers-Samas punched-card equipment will readily give 
you the information essential to efficient{control of your organisation. There is a range 
] , aa of Powers-Samas machines to suit all needs and 
_ budgets. { Please send for further information. 


a 


F ACCOUNTING MAGHINES (Sales) Lr. 


POWERS-SAMAS HOUSE, HOLBORN BARS, LONDON, E.C.1. 


POWERS-SAMAS 
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Classified Advertisements 


4 )FFICE MANAGER required for Chartered Accoy, 
tants’ small Surrey branch; knowledge incomplety 
records and taxation required; service agreement co, 


Two shillings and sixpence per line (average eight words). Bex numbers one shilling extra, Minimum ten shillings. ye with remuneration partly on results.—Wriy 

Replies to Box Number advertisements should be addressed Box No... ., clo Accountancy, Incorporated Accountants’ oe ee 
Hall, Temple Place, Victoria Embankment, London, W.C.2, unless otherwise stated. It is requested that the Box Number UALIFIED ACCOUNTANT required, capable gf 
_ be also placed at the bottom left-hand corner of the envelope. 


taking charge of Accounts and Costs of a 
Manufacturing Company in the Swansea area. Preferenc 


APPOINTMENTS VACANT 


THE SOCIETY'S APPOINTMENTS REGISTER 
. desived to bring the Sesisty/s Appointments Register to the 
5 


Incorperated Accountants, TE 
Victoria Embankment, W.C.2. Tel.: Temple Bar 8822. 


CROWN AGENTS FOR THE COLONIES 


FOREST ACCOUNTANT required by the Govern- 
ment of Nigeria for the Forest Department for one tour 
of 18 to 24 months with prospect of permanency. Com- 
mencing salary according to qualifications and experience 
in scale£711 rising to £1,290 a year. Outfit allowance £60. 
Free passages for officer and wife and assistance towards 
cost of children’s passages. Liberal leave on full salary. 
Candidates should be members of one of the recognised 
bodies of professional accountants or be of good education 
and have had substantial experience with a firm of 
accountants or a bank, or in an Accounts Branch of a 
Government Department, municipality or public company. 
They should have a liking for a forest as opposed to a town 
life, and for statistical as well as financial matters. Apply 
at once by letter, stating age, full names in block letters, 
and full particulars of qualifications and experience and 
mentioning this paper to the Crown Agents for the 
Colonies, 4, Millbank, London, S.W.1, quoting 
M/N/25883(3C) on both letter and envelope. The Crown 
Agents cannot undertake to acknowledge all applications 
and will communicate only with applicants selected for 
further consideration. 


ENIOR INDUSTRIAL OFFICER required by the 

Government of Nigeria for the Department of Commerce 
and Industries for one tour of 18-24 months. Commencing 
salary according to qualifications and experience in scale 
£1,141 rising to£ 1,290 a year with prospect of permanency, 
or in scale £1,290 rising to £1,389 a year on temporary 
basis with gratuity on satisfactory completion of service, 
of £25 for each 3 months. Outfit allowance. Free passages 
for officer and wife and assistance towards cost of children’s 
passages. Liberal leave on full salary. Candidates, not 
over 40 years of age, should have had a commercial 
training, with experience in industrial management, and 
should possess a knowledge of business finance and 
accounting and of marketing and business methods. A 
degree in Economics or Commerce or a recognised accoun- 
tancy or secretarial qualification would be an advantage. 
Apply at once by letter, stating age, full names in block 
letters, and full particulars of qualifications and experience, 
and mentioning this paper to the Crown Agents for the 
Colonies, 4, Millbank, London, S.W.1, quoting 
M/N/25884(3C) on both letter and envelope. The Crown 
Agents cannot undertake to acknowledge all applications 
and will communicate only with applicants selected for 
further consideration. 


will be given to candidates having experience of com, 

ENTRAL ELECTRICITY BOARD—FEDERA- mercial accounting in a anatiebies undertaking 
ION OF MALAYA.—Applications are invited for the Superannuation ~ £4 in being. Applications giving 

appointment of Secretary to the Board. Applicants should full details of age, experience, etc., including previo 

preferably be from go to 40 years of age and must possess positions held, and stating salary required, should be 

considerable experience and high executive secretarial addressed to Box No. 239, c/o ACCOUNTANCY. 

ability. Experience in electricity supply undertakings will 

be a great advantage. A degree in Economics or Commerce Two VACANCIES for young accountants, qualified o 

will be an advantage. Remuneration — of basic sitting Finals, for large manufacturing concern in Wey 

salary, expatriation pay and cost-of-living lowance) Country, with expanding interests. pr 

ee oe aa (£2. nee pe me for _—- man, Pensions fund. Write giving full details and approximate 

wi addition: cost-of-livin owance ol 150 salary uired .CCOUNTANC 

month (£210 p.a.) for a ane man without dapenlees _ en _ 

children, and $225 per month (£315 p.a.) for a married 

man with one or more deperdent children. Engagement 

will we for an —— a of three years with free medical 

attendance and first-class passages. If confirmed in the 

appointment on the termination of the three years’ agree- PRACTI CES AN. D PAR TN. ERS HIPS 

ment ort agp = be — for emplacement on the 

pensionable establishment. urnished accommodation CCOUNTANTS wish to purchase practice or blocy 

will be provided and the rent will be approximately $40 of audits in Hertfordshire—Box No. 242, ¢jo 

per month. The Straits dollar equals 2s. 4d.—Applications, ACCOUNTANCY. 

stating age and details of qualifications and experience, 

should be sent to Box No. 233, c/o AccouNTANCY. 


CCOUNTANT, qualified, required as Internal 
AXXoditor by large industrial company. Apply in own MISCELLANEOUS 
Bor No. 226, cJo Accountamcn, °. Past experience, 0 4 NSWER THIS QUESTION.—Could you as recenth 
‘ . we qualified man confidently apply for a commercial job 
CCOUNTANT.—Required by British Commercial firm demanding a thorough knowledge of modern costing? 
“in Malaya an Audit Clerk under 30. Commercially- Enlarge your rs fm ew 5 nes, through the 
minded and preferably with some experience of costing. a ae ploy sy desaie ’ A ve —— 


Liberal remuneration including profit sharing and Savi 
Scheme.—Box No. H.g2, Foster Turner & enon, Lal. Scuoot or Accountancy, 178, Regent House, Glasgow, 


11, Old Jewry, London, E.C.2. Cz. 


. ‘ a AME PLATES FOR ACCOUNTANTS (or 
FS anak oaminn W woune, qoetiied, required by City NOME Companies) promptly engraved. Send — 
ss. Bp meget ante a he tebclen tagunt, Umented laalin on secsies ok 
Bos N. * — fo Agaounrance. » &500 p.a.—Write = stamp.—Mar.e & Son, Ltp., 367, Euston Road. N Wi, 


~ ROFESSIONAL AND COMPANY NAME-PLATES 
SSISTANT ACCOUNTANT. -—Applications are in- P designed and engraved by Austin Luce & Compant, 

ted from young qualified accountants interested in a Broadway Chambers, 336, Station Road, Harrow, 
commercial career in respect of a vacancy in a large old- Middlesex. Send required wording for sketch and 


established industrial company. The position is pro- estimate. Tel.: U i 
gressive and applicants should apply to Box No. 225, c/o " = 
ACCOUNTANCY. "THOUSANDS of Accountancy students have used Th 


Books for the Pocket. Containing hundreds of examina 


A UDIT CLERK (semi-senior) for London Accountants #0 questions bay ay = - > orn on 


th varied practice. Write, stating age, education, 
experience, salary uired.—! * and A’s), 5s. 3d. ; Company Law (300 Q’s and A’s); 7s. yd. ; 
lees, ; te Box No. 241, c/o Ac Economics (150 Q’s and A’s), 6s. 3 ; Mercantile Law (460 
Q’s and A’s), 10s. 4d. ; Partnership Law and Accounts (i 


I . Q’s and A’s), 3s. od. ; Statistics (80 Q’s and A's), 6s. 3d, 

AUDIT CLERKS, poten antes, required by Also “ The Simplified Study Series.” Bills of Ewhanp 

Jenks, Percival, Pidgeon & 0., 14, Finsbury Circus, Made Easy, 1s. 5d. ; Branch Accounts Simplified, 1s. 84; 

London, E.C.2. Good opportunities of advancement for  Consolidaed Balance Sheets Made Easy, 1s. 8d.—From 

suitable applicants. Write for interview giving brief | SrupenTs’ Pusiications, Ltp., 9, Orchard Drive, Woking, 
particulars. Surrey. 


PROPERTY 
INVESTMENTS 
REQUIRED 


preferably 
BLOCKS OF FLA 
AND . 
PARADES OF SHOPS 
IN THE 
GREATER LONDON AREA 
YIELD MUST BE AT LEAST 5% nett 
FREEHOLD OR LONG LEASEHOLD 
Owners or their representatives are invited 
to communicate with 


CHAMBERLAIN & WILLOWS 
23, MOORGATE, E.C.2. City 6013 


THE SOCIETY OF INCORPORATED 
ACCOUNTANTS AND AUDITORS 


Appointments Register 


Employers who have’ vacancies” for” Incorporated Accountants on their 
staffs are invited to write to the Secretary, The Society of Incorporated 
Accountants, Incorporated Accountants’ Hall, Temple Place, Victoria 
Embankment, London, W.C.2. No fees are payable. 


The Appointments Register also contains the names of a number of 
young men who are desirous of entering into articles of clerkship with 
Incorporated Accountants. It would be much appreciated if members 
would notify the Society of any vacancies in their offices for articled clerks. 
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THREE REFERENCE BOOKS FOR 
THE ACCOUNTANT’S LIBRARY 


MODERN OFFICE APPLIANCES 


| This is the official publication of the Office Appliances 
| Trades Association of Great Britain and Ireland. It is 
a comprehensive, up-to-date work on office equipment 
and systems, with descriptive text and hundreds of 


FOR YOUR Demy 8vo. oe a Price 15s. net. 
INVESTMENT re 
PORTFOLIO 


| 


F, PORTER FAUSSET, M.A. (Cantab.), LL.B., Barrister-at-Law 
and H. A. R. J. WILSON, F.C.A., F.S.A.A. 


SIXTH EDITION—REVISED AND ENLARGED 
By HERBERT CHARLES COX, F.C.A, 


Demy 8vo, 950 pp. Price 2is, net. 
THE LAW OF MEETINGS 


Y 
SEBAG SHAW, LL.B. (of Gray's Inn, Barrister-at-Law), and 
DENIS TOWNSEND, B.A. (Cantab.), (of Inner Temple, 


THE investments offered by the 
Co-operative Permanent Building 
Society are of immediate interest 
to private investors and _ their 


financial advisers. Barrister-at-Law) 
- é ? 2nd Revised Edition 
Individual investors may invest up Demy 8vo. 314 pp. Price 15s. net. 


to £5,000 Maximum which earns 
2}% per annum with income tax 
paid by the Society. 


MACDONALD & EVANS LTD. 


8 JOHN STREET, BEDFORD ROW, LONDON, W.C.! 


Capital never fluctuates in value, 
and is solidly secured by first mort- 
gages on private houses throughout 


the country. The Society’s Funds Arbitration 
i f £60,000,000. eee . 
are in excess 0 000 Arbitration plays an important part in the 


Detailed literature and a copy of 
the latest balance sheet will gladly 
be sent on request to the Co-opera- 
tive Permanent Building Society, 
New Oxford House, London, 
W.C.1. Telephone: Holborn 2302, 
or City Office: 163 Moorgate, 
London, E.C.2. Telephone: 
Monarch 3556/7. 


ESTABLISHED 1884 


professional activities of Chartered, Incor- 
porated and Certified Accountants. 


The Institute of Arbitrators was formed in 
1915 for the purpose of providing an organisa- 
tion which specialised in the knowledge of 
the Law and Procedure therein, as well as to 
further the settlement of disputes by this 
means. 

Membership is open to members of specified 
Professional Bodies among which the Institute 
of Chartered Accountants, the Society of 
Incorporated Accountants and Auditors, and 
the Association of Certified & Corporate 
Accountants are included; and Chartered 
Accountants, Incorporated Accountants and 
Certified Accountants are eligible for the 
Institute Panel for Professional Arbitration. 


Particulars may be obtained from the Secretary, 


The Institute of Arbitrators 


(Incorporated) 


10 Norfolk Street, W.C.2 
Examinations are held in May and November 
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British-made..for British trade! 


New factory for Britain’s 52-year-old producer 
of figuring, accounting and statistical machines 


URROUGHS business has been expanding in 
Britain since 1898. With its factories in 
Nottingham and Strathleven, with its widespread 
service organization, it is creating employment for 
more and more men and women throughout the 
British Commonwealth. 


The new Strathleven plant is welcome news to 
business and government. More Burroughs 
machines for British business, more for export, too. 


There is a Burroughs office near you. Why not 
phone today ? 


WHEREVER THERE’S BUSINESS THERE’S 


Burroughs 4) 


ADDING @ CALCULATING ® ACCOUNTING @ STATISTICAL MACHINES 


i sereeteneeiaamaaieeal —_ a TIE GELS TG OE Tg RY 


Burroughs new plant (foreground building); at 
Strathleven, Scotland is now in production. Its 
150,000 square feet of production space, coupled with f 
Burroughs output at Nottingham, England, assures 
increased production of Burroughs business machines. 


BURROUGHS ADDING MACHINE LIMITED, 
Avon House, 356-366 Oxford Street, London, W.1 
Factories: 


Nottingham (Estd. 1898), Strathleven, Scotland 


Published by Taz Socrery or Incorrorargp AccoUNTANTS AND AupiTors at Incorporated Accountants’ Hall, Temple Place, Victoria Embankmen: London, W.C.2, 
and Printed in Great Britain by T. Warrrincuam & Co. Limirep, Pixmore Avenue, Lethworth, Herts, December, 1950. . si 
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